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Italy is to use the $100,000,000 credit 
that has been granted by the United 
States for purchase .of raw materials 
needed to stimulate production of manu- 
factured goods for export. The raw ma- 
terials the Italians intend to buy in the 
United States includes pig iron, pe- 
troleum products, cotton, coal, chem- 
icals, nonferrous metals and grain. With 
these, the Italians hope to increase ex- 
ports of cotton textiles, electrical equip- 
ment, automobiles, ships, cement and 
rubber. 


a Sa 


Canada soon may adopt a long-range 
program to increase the country’s popu- 
lation by 12,000,000. The area of West- 
ern Canada between Fort William and 
Vancouver is considered to provide am- 
ple space for settlement of this number 
of people. Immigrants are being sought 
who are either skilled industrially or ex- 
perienced farm laborers. 
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The United States is the leading na- 
tion in both the import and export trade 
of Switzerland. Before the war, Swiss 
trade to Germany ranked in first place, 
while that with the United States was 
fourth. France is now the second largest 
purchaser of Swiss products, while Great 
Britain has dropped from a prewar posi- 
tion of second to twelfth. 
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All Yugoslav importers and exporters 
are required to insure their goods with the 
official insurance company of the Govern- 
ment. Insurance that can be contracted 
only with non-Yugoslav countries must 
be negotiated through the Government 
agency, with permission of the Minister 
of Finance. : 


So 


Denmark is assisting in the rebuilding 
of the poultry stocks of other nations in 
Europe through shipments of hatching 
eggs and day-old chicks. Deliveries have 
been made to Norway, Sweden, Iceland, 
Switzerland and Belgium. However, 
shortage of farm laborers is preventing 
the Danish dairy-farming industry from 
reaching peak production. 
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Britain and Belgium are negotiating 
for abolition of the visa for travel be- 
tween the two countries. The British al- 
ready have concluded such an agreement 
with France, and negotiations are to fol- 
low with Holland, the Scandinavian 
countries, and later the United States. 
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Argentina gradually is purchasing all 
of the railroads in the country under the 
program for nationalization of transport. 
France recently sold Argentina the three 
French-owned railroads. Need for ex- 
change and the heavy taxation of non- 
Argentine companies prompted the 
French decision to sell. Detailed terms 
have not been agreed on between Argen- 
tina and Great Britain for sale of the 
British-owned railroads. 
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Great Britain has obtained an exclu- 
sive contract with the Indian state of 
Travancore for output of thorium, es- 
sential in atomic research. From now on, 
Britain is to receive all of the surplus 
thorium nitrate produced in the area. 
Exports of thorium from Travancore have 
been stopped since 1945 because of the 
importance of the product in nuclear 
fission. 
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A total of 308 merchant vessels were 
used during December to carry U.S. 
coal and grain to countries in need of 
food and fuel. Coal was shipped in 202 
colliers, including six which carried pitch 
used as a binder for the soft-coal brick- 
ettes used in French locomotives. A total 
of 1,666,500 tons of coal and 55,000 
tons of pitch was exported by the United 
States during the month. All but 69 of 
the ships were flying the U. S. flag. Ship- 
ments in January call for 402 vessels. 


Canada has signed a most-favored-na- 
tion trade agreement with Nicaragua. 
The pact provides that Nicaraguan goods 
will be allowed in Canada under the in- 
termediate tariff with the same benefits 
as other countries except those of the 
British Empire receive. Nicaragua will 
give Canadian goods equal treatment to 
those of any other country except those 
in Central America. Canada buys coffee, 
bananas, gold and timber in Nicaragua 
in exchange for flour, machinery, calcium, 
soda, malt and copper wire. 
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Great Britain is planning an extensive 
trade drive in the Middle East. A Gov- 
ernment trade mission recently made a 
thorough survey of the possible markets 
for British goods in Iraq, Syria, Lebanon 
and Cyprus. The mission reports an un- 
limited demand for manufactures and 
recommends that an automobile espe- 
cially adapted for Middle Eastern condi- 
tions be exported to meet American and 
European competition. 
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While the world seeks permanent peace the nations are keeping 
their powder dry and are planning more closely co-ordinated and 
more efficient national defense as insurance against whatever may hap- 
pen. Britain recently merged her Army, Navy and Air Force into an 
integrated defense organization. The U. S., motivated by many of the 
same reasons, now plans to unify her armed services under a Secretary 
of National Defense, with a somewhat similar setup. In an article on 
page 5, you will find all the details, together with an analysis of the 
similarities and differences in the British and American concepts. 

* * * 

Britain's streamlined command is being organized and administered 
by A. V. Alexande:. newly named Minister of Defense. His opposite 
number in America, as yet unnaméd, will be the Secretary of National 
Defense, and will be the newest member of the Cabinet. A color por- 
trait of Mr. Alexander appears on our cover, and a sketch of him will 
be found in “World Personalities,” beginning on page 37. 

* * * 

The flow of U.S. dollars to underwrite world recovery will go on 
for at least another 18 months. Under present commitments and recom- 
mended action, $5,000,000,000 will be loaned or expended in gifts 
and grants to countries in Western Europe and the Far East by 
July 1948. In an article on page 8, you will learn what that means in 
the reconstruction and rehabilitation of other nations, and how it may 
assist materially in providing markets for American goods in the 
months ahead. 

oa + oe 

Prosperity of international trade cannot be fully restored until 
nations release the millions of dollars in exchange frozen by wartime 
controls. The “sterling area,” made up of nations whose currency is 
tied to the British pound, accounts for $14,000,000,000 of the blocked 
exchange. One fourth of U.S. averseas trade normally has been with 
countries in the sterling bloc. Now Britain and India are discussing 
plans to unfreeze some or all of the $5,000,000,000 held in India. 
What that means to the U.S. and other nations with goods to sell in 
a free market, and what it means to nations with backlogs of goods 
to buy is told in a dispatch on page 29. 

+ + + il 

Signing of peace treaties with Italy and former Nazi satellites will 
open the doors for salvage of some of the $500,000,000 in American 
investments in war-torn Europe. In an article on page 20, we give you 
a report on what has been done to recover U. S. assets in former enemy 
countries, what is being done and what can be done. The dispatch 
also discusses prospective negotiations with Poland, Czechoslovakia 
and Yugoslavia over payment for U.S. property nationalized by them. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of January 28, 1947 
Volume 2, No. 4 
U.S. financial policy, now being fixed for the months ahead, is a matter of 
much importance to the world outlook for all business. This can be expected: 
Pump priming of world recovery by U.S. will continue until mid-1948. 
Treasury funds approaching $4,000,000,000 are to go for international use 


‘during the next’ fiscal year. That's the present plan, if Congress approves. 


Private capital going abroad will add another $1,000,000,000 or so. 

Combined Government and private activities mean a total outlay of about 
$5,000,000,000 to keep the rest of the world going from July 1947 to July 1948. 

The meaning to business, especially to exporters, is this: 

World markets on a relatively large scale are assured for another 18 months 
if U.S. prices can be held on a competitive basis with other exporters. 





This pattern is taking shape in Britain's semi-Socialism: 

Private profits are de-emphasized; will get secondary consideration. 

Productive efficiency on a nation-wide scale is the goal of the Labor Gov- 
ernment’s planners. This yardstick is to be applied to the entire economy. 

Nationalization of key industries is only part of the pattern. 

Government control, by regulation and supervision, can be expected by all 
industries, public and private. Uncontrolled capitalism is out. 

~ Current difficulties over man power and materials are taken by the Labor- 

ites as evidence of the need for more, not less, Government planning in indus- 
try. Control of prices, of land use, of factory space, of plant location, of 
essential materials, are the means of bringing private industry into line with 
the Government's over-all plan. You get the details of what is in store for all 
of Great Britain's industries in a dispatch on page 16. 














International policy of Britain's Government remains under pressure. 

Labor critics of Ernest Bevin, the Foreign Secretary, are finding new 
topics on which to attack him from within the ranks of his own party. 

Oil deals enlisting U.S. capital for British holdings in the Middle East 
are being criticized as another example of tying up too closely with America. 

Among prominent figures in the Labor Party the belief persists that U.S.- 
Russian relations will harden along confljcting lines, that a weak Britain needs 





- more freedom of action than is shown in the mere seconding of U.S. motions. 


New pressure is developing to reorganize Europe and revive Germany..... 
Idea advanced by John Foster Dulles would give Germany a key role in an 
economic federation of Western Europe. That's close to Churchill's proposals. 


(over) 
(No part of this or any other page may be reproduced without written permission) 








WORLDGRAM-- (Continued) 


Dulles favors a planned operation, led by U.S., asking Russia to take part, 
but determined to get Europe producing again, regardless of Russian wishes. 

Dulles’ suggestion shows a determination by Republican leaders in the U.S. 
to have a hand in shaping external policies that are labeled as bipartisan. 

In other words, George C. Marshall, as Secretary of State, is to get plenty 
of advice from Republicans on what to do in Europe, in China and within the 
Western Hemisphere. You get the perspective of the German situation from a dis-= 


patch on page 12. The text of Senator Vandenberg's recent speech on world af- 
fairs-is to be found on page 43. 








It's time to take a close look at inflation in Japan, to understand the 
profiteering by Japanese businessmen, the evasive tactics of Japanese officials. 
It definitely is a dangerous game Japan is playing--a trouble-making game. 

Economic controls, operated by Japanese, are proving weak and ineffective. 

Padded accounts are commonplace; padded pay rolls are an accepted practice. 

Black markets «flourish; scarce materials are diverted to private bidders. 

Two sets of prices prevail, one for Japanese, another for U.S. Army projects. 

MacArthur's inquiries indicate the scope of Japanese frauds in new houses. 

Idea behind Japan's spree is to exaggerate the costs of Allied occupation 
--costs which Japan must bear=--to encourage a crisis, perhaps a crash, that can 
be used to plead for mercy, eventually to get the U.S. to bail out Japan's econ- 
omy with machinery, tools, raw materials and credit. The shakedown of their own 
Government by Japanese is described in a dispatch from Tokyo on page 14. 

















Things that are influencing inflation in Japan are these: 

Occupation costs, so heavily padded, consume a third of Japan's budget. 

Tax collections are at a rate of only half of Japan's expenditures. 

Rice stocks, despite a big crop, are poorly organized to hold down prices. 

Hoarding is encouraged by the expectations of owners of food and materials 
that all controls will crack under the strain of demand. 

Consumer goods are slighted by manufacturers enjoying luxury markets. 

Net effect is that there is an appearance of brisk business with currency 
free and easy and wages higher, but with a very uneven and satisfactory flow of 
goods coming out at the end. The goods that are available do not fit into any 
orderly pattern that is related to demand. That's the sort of an inflationary 
cycle that makes a crack-up in Japan's economy a real prospect. 

















In South America, there is uneasiness over conditions in Peru..e.e. 

Political quarrels are fed by the unsolved killing of a newspaper editor, 
who fought the Apra Party, now strong after years of underground activity. 

Apra leaders, principally Haya de la Torre, resent any criminal accusation, 
argue instead that they are being smeared by reactionary capitalists. 

Social reform is and has been a popular slogan for rallying the Apristas. 

President Bustamante, after two years in office, is forced to govern Peru 
with a mixed Cabinet, half military, half civilian, without Aprista membership. 

In this situation, the Apristas remain the strongest single party in Peru 
despite moves by Communists and Conservatives to combine in opposition. Severe 
inflation, food shortages and currency weaknesses are big problems which harass 
Bustamante's regime, make it difficult for his improvised Cabinet to act with 
confidence, to establish some sort of an economic balance. 
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PLAN TO UNIFY ARMS CONTROL | 
WOULD AID ANGLO-U.S. DEFENSE 


Proposal by President for Army, 
Navy and Air services parallels 
setup recently adopted by Britain 


Reported from London 
and Washington 


Unified control over the U.S. 
Army, Navy and Air Forces, to be pro- 
posed to Congress by President Truman, 
parallels with few differences the new 
Ministry of Defense established by the 
British. As a result, it is to be easier for 
the armed forces of the two nations to 
work together. 

Standardization of military organ- 
ization in the two countries is to follow 
the standardization of arms begun during 
the war and expected to speed up in the 
future. A U.S. Air Forces, as a separate 
service, is to be on a parity with the 
Royal Air Force. The three services in 
each country—Army, Navy and Air—are 
to be in a position to speak as one in 
dealings with the armed forces of other 
nations. Military policy, in each case, is 





—British Official 


FREDERICK JOHN BELLENGER 
Counterpart of new U. S. War Secretary 


to be tied in closer to over-all national 
policies. 

This U. S. move, still subject to debate 
and approval by Congress, comes on the 
heels of a British decision made a few 
weeks ago. Both reflect lessons learned in 
the war and suggest that future problems 
in national defense may call for standards 
of co-operation lacking in the past. 

World War II was won despite organi- 
zational defects in the military setups in 
Britain and the U.S., the experts are 
agreed. Makeshift arrangements had to 
be devised to overcome differences and 
inadequacies in existing organizations. 

Unified command in the field had to 
be invented in order to win battles. 

A Joint Chiefs of Staff to unify the 


strategy of the three U. S. services was as- 
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PHILIP NOEL-BAKER 
British match for U.S. Air Secretary 


sembled without benefit of law. Without 
a U.S. Joint Chiefs of Staff, there could 
have been no way of working with the 
British to organize the Combined Chiefs 
of Staff to plan a combined strategy. 

Differences in rank, as between U. S. 
and British top officers assigned to the 
same job, grew out of differences in the 
organization within each country. Sit- 
uations in which a two-star general from 
the U.S. was asked to boss a three-star 
British general added to the confusion. 

Interservice differences*led to competi- 

tion for supplies, men and to disputes 
over who really won the war. 
@ In the future, if Congress agrees with 
President Truman, some of the conflicts 
and divided command of the last war, 
such as at Pearl Harbor, are to be avoided. 
A U.S. military establishment, strikingly 
similar to Britain's new Ministry of De- 
fense, is what is proposed. 

Unification in policy and direction is to 
result from placing the three military de- 
partments—War, Navy and Air—under a 
new member of the Cabinet, a Secretary 
for National Defense. He takes the place 
in the Cabinet of the present secretaries 





—International 


GEORGE HALL 
Opposite to U. S. Navy Secretary 
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of War and Navy. They continue, along 
with a new Secretary of the Air Forces, 
as heads of independent departments, but 
do not sit with the President’s Cabinet ex- 
cept on special occasions. 

Air power is to be recognized as a 
major factor in national defense, on a 
parity with the Army and fhe Navy. Thus 
the long fight of the U. S. Army Air Forces 
for a separate status is nearing victory. 
Naval and Marine aviation, however, re- 
mains with the Navy. Tactical aviation to 
support ground forces stays with the 
Army. What the new Air Forces gains is 
undisputed control of strategic bombing, 
an opportunity to integrate closely with 
the specialized air forces in the Army and 
Navy and recognition as top air arm of 
all U. S. armed forces. 

Consolidation of some activities com- 
mon to all three services is to become 
possible. A single agency for procure- 
ment and supply to serve at least those 
needs that the Army, Navy and Air 
Forces share is certain to be discussed by 
Congress. A unified medical corps is an- 
other possibility. A common uniform for 
all three services, on the other hand, is 
not considered likely. 

Common policies are to be worked 
out by a series of committees that will 
include representatives of the armed serv- 
ices and other departments of Govern- 
ment as well. 

A Council of National Defense is to 
include the Secretary of National De- 
fense as chairman, the Secretary of State, 
the heads of the three service depart- 
ments and the chairman of a new Na- 
tional Security Resources Board. 

The Resources Board would have the 
job of measuring defense needs in terms 
of the nation’s resources in men and ma- 
terials. For this purpose, membership 
probably would include top Government 
officials concerned with man power, agri- 
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FIELD MARSHAL MONTGOMERY 
Opposite to U. S. Army Chief of Staff 
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culture, commerce and physical resources. 

A War Council would do the planning 
for national defense, assign responsibili- 
ties to the appropriate military services 
and advise on the military budget. Mem- 
bership in the War Council would be 
restricted to the Secretary of National 
Defense, the heads of the three service 
departments and the Joint Chiefs of 
Staff. The Joint Chiefs, as at present, 
would include the Chief of Staff of the 
Army, the Chief of Naval Operations and 
the Chief of Air Staff. The Secretary of 
National Defense, as chairman of the 
Council, would have the power of de- 
cision. In the past, differences between 
the Chiefs of Staff ended up on the 
President’s desk. 

The united front expected to emerge 
from this new machinery would have 
importance abroad as well as at home. 
Military negotiations with Canada and 
Great Britain would be simpler and 
clearer, it is ‘assumed, when. U. S. repre- 
sentatives could speak for all three serv- 
ices and in close collaboration with the 
Secretary. of State. U.S. proposals. to 
develop a regional system of defense 
with Latin America would be less likely 
to run into differences between the diplo- 
mats and the military. 

@ Similarity between the U.S. and 
British setups for national defense is 
striking. Both establish three armed 
services, with civilian ministers at the 
top, but with Cabinet rank reserved for 
a new official placed over them and shar- 
ing the powers of the national com- 
mander in chief. Both provide new ma- 
chinery for tying defense more closely 
to economic possibilities at home and 
diplomatic policies abroad. Both recog- 
nize the need for unified control over 
intelligence and research as well as over 
military strategy and operations. And 
both give indications that unification may 





—Acme 


AIR MARSHAL TEDDER 
Corresponds to U. S. Air Chief of Staff 


result in reduced budgets ultimately, but 
don’t promise it now. 

@ Differences between the defense ma- 
chinery of the two nations are minor, 
with one exception. The U.S. plan pro- 
vides for close integration among the 
three services, but specifically steers 
away from a merger. The U.S. Army, 
the U.S. Navy, and the U.S. Air Forces 
are to preserve their identities as inde- 
pendent services. The present plan omits 
the proposal made earlier by the War 
Department and supported by President 
Truman to have one Chief of Staff to 
direct all three services. 

The British, while agreeing that a 
single Chief of Staff for the three branches 
is undesirable, nevertheless have given 
their new Minister of Defense the power 
to merge parts of the three services into 
one unified service under his direction. 
Whether Britain’s Minister of Defense 
A. V. Alexander will use this power, re- 
mains to be seen. So far, there is no in- 
dication that he will. 

@ Origins of the defense plans also 
differ in the two countries. In the U. S., 
the shock of Pearl Harbor left a popular 
demand for unified policies and direction 
in the field and in Washington. This has 
coincided with an Air Forces determina- 
tion, long held, to achieve independence. 
In Britain, while setbacks early in the 
war shook popular confidence in the 
armed forces, it is primarily concern for 
the future that seems to have inspired 
the reorganization. Britain’s problems of 
defending her scattered Empire under 
new conditions of warfare call for a high 
level of military efficiency. 

The U. S. plan for a unified defense es- 
tablishment, in any case, would put 
America’s armed force in position to co- 
operate closely with Britain’s. Whether 
that unification will materialize is up to 
the U.S. Congress. 





—British Official 


ADMIRAL CUNNINGHAM 
Match for U.S. Naval Chief of Staff 
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FRANCE RELIEVES 
INFLATION PRESSURE 


Battle is not yet won, but popular 
support of drastic measures helps 
Government score tentative gains 


motes from PARIS 
and WASHINGTON 


France is taking drastic measures 
to save the franc by checking inflation. 
The success of these measures may de- 
termine whether France is to regain her 
old place as a major power. They will 
have a direct bearing on the stability of 
the new Government. 

The aim of the French Govern- 
ment is to strengthen the value of the 
franc in order to allow France to obtain 
the imports and the loans she must have 
to get back on her feet. . 

Thus far, the Government's deflation 
drive is showing good results. Confidence 
in the franc is mounting, at least for the 
time being. In less than a week, the 
U. S. dollar on the black market in Paris 
dropped from 360 francs to 250. The 
official value is 119 francs to the dollar. 

The Government is winning public 

support for the deflation campaign by 
turning it into a patriotic crusade. 
@ The drive for lower prices is getting 
enthusiastic support from the French 
people. The Government has ordered a 
reduction of 5 per cent in virtually all 
prices in commerce, industry and agri- 
culture. Ostensibly, compliance is voltn- 
tary but sellers who fail to co-operate are 
subject to punishment. Another price 
cut of 5 per cent is to go into effect 
March 1, and others may follow that. 

The campaign to cut prices is based on 
a conviction that speculation and hoard- 
ing cannot be stopped until prices are 
forced downward. Government leaders 
believe that a shortage of goods and 
an oversupply of money in circulation are 
not responsible for the continued infla- 
tion. They think prices have been climb- 
ing recently because speculators, big and 
little, have been holding quantities of 
goods off the market in the hope of even 
bigger profits. The Government's object 
now. is to force these goods out on the 
market. 

Model stores that follow price regula- 
tions strictly have been designated in 


every community to set the pace for other 
retailers. By comparing prices and stocks 
in the model stores with those in others, 
buyers can spot chiselers quickly and can 
report them to the police. In return for 
their co-operation, the model stores get 
special priorities and allotments of goods. 
They also get plenty of favorable pub- 
licity. 

Local committees have been organized 
in every community to help enforce the 
new price scale. These committees have 
the power to inspect any store to deter- 
mine whether goods are really being of- 
fered for sale at legal prices. Wherever 
they discover hoarding, the committees 
have authority to-.sejze the illicit stocks 
and to turn them over to the model 
stores. 

Stricter regulation of credit also is 

being used to discourage speculation and 
hoarding. Firms holding back goods are 
barred from getting bank credit. The 
Government’s position is that if such 
firms need money they should get it 
by selling their stocks. Such restrictions 
are aimed at preventing speculators 
from using borrowed funds to buy up 
goods they expect to hold for a rise 
in prices. 
@ The budget deficit is to be narrowed 
by cutting expenditures and raising taxes. 
Drastic economies are being put into 
effect. Present plans call for dropping 
50,000 employes from the Government 
pay rolls, leaving only the most essential 
services in operation. Army spending, 
which last year accounted for a high 
proportion of the total budget, is to be 
cut in half. Many subsidies are to be 
abandoned. Official bureaus are to be 
simplified and amalgamated for more 
efficiency and economy. 

Heavier taxes will attack the deficit 
problem by bringing in more revenues. 
Taxes and the black market are closely 
linked. As long as much of the nation’s 
trading is done illicitly, the Government 
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loses revenue that normally comes from 
commerce. The Government was cheated 
out of an estimated $1,000,000,000 ir 
this way last year. 

@ Stopping inflation in France will take 
all the ingenuity the Government can 
muster. It is significant that Paul Rama- 
dier, the first man invited to try to form 
a new Cabinet, is an experienced econo- 
mist. 

In 1946, prices went up 75 per cent 
and currency circulation increased 29 
per cent. Pressure from labor unions for 
higher wages still is strong. 

Working against the new program is 
the fact that, by Government order, 
prices on a number of important com- 
modities were advanced sharply just 
three days before the deflation drive 
began. Electric power and gas rates 
went up 50 per cent, coal 25 per cent 
and steel 20 per cent. There is some 
criticism that business cannot afford to 
cut prices right after absorbing these 
increased costs. 

@ The problem worrying French states- 

men now is this: Can France skimp and 
save enough to rescue the franc and stil] 
somehow manage the costly job of de- 
fending her interests in the French zone 
of Germany and in Indochina? 
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U.S. TO SEND BILLIONS ABROAD IN °47 
TO UNDERWRITE WORLD RECOVERY 


Gifts from the Treasury will be harder 
to obtain, however, and loans will be 
made through international institutions 


Billions of U.S. dollars will con- 
tinue to underwrite world recovery for 
at least another year and a half. Nearly 
$5,000,000,000 will go for that pur- 
pose during the fiscal year that begins 
next July. 

Government loans and grants will 
amount to $3,809,000,000 if Congress 
agrees to present plans of the Adminis- 
tration. Private loans and gifts will add 
more than $1,000,000,000 to that total. 

What this means is that public aid from 
the U.S. to the outside world is to con- 
tinue on a large scale into the third post- 
war year instead of stopping abruptly 
as it did after World War I. This time 
the difficult transition from war to peace 
is being eased by prolonged aid from the 
U.S. Last time the withdrawal of U. S. 
aid contributed to a heavy reduction in 
world trade. : 

@ Public financing of international insti- 

tutions and individual countries will rep- 
resent 10 per cent of U. S. Government 
expenditures in the next fiscal year. The 
$3,809,000,000 schedule in the Budget 
amounts to 2 per cent of the expected 
national income of the United States. 

The Budget expenditures for interna- 
tional aid will be smaller by $2,129,000,- 
000 than in the current fiscal year. 
However, a large share of the dollars 
given to the International Fund and Bank 
during the 1946-47 fiscal period will go 
out to the world as loans and credits 
during the year that starts next July. 
That will tend to even out the flow of 
dollars abroad over the two-year period. 

Loan and credit expenditures in the 
new Budget will amount to $2,396,000,- 
000. This includes payments of $1,200,- 
000,000 on the loan to Britain, $730,- 
000,000 for the Export-Import Bank and 
$466,000,000 for the International Bank. 

Direct loans to individual countries are 
not provided for. That means prospective 
borrowers will have to turn to the Inter- 
national Bank if they cannot find private 
capital. 
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Both the International Bank and Fund 
will have ample means of their own for 
financing world recovery in the near 
future. The Bank, in addition, may get 
more funds by issuing securities to the 
public if marketing conditions permit. 
The Export-Import Bank will be limited 
to the financing of specific U.S. exports, 
but this is expected to contribute to re- 
covery in other countries. 

Debt policy of the U.S. Government 
in the next fiscal year will benefit bor- 
rowers abroad by keeping interest rates 
low, even though the basic trend of in- 
terest rates recently has been upward. 
Long-term bonds of the United States 
Government now yield an average of 
2.27 per cent and .medium-term bonds 
1.62 per cent, while high-grade bonds 
of private corporations yield 2.52 per 
cent. 

Because of the low-interest policy set 
forth in the U.S. Budget, borrowing will 
remain cheap for countries abroad in the 
immediate future. 

Gifts and grants abroad are to be cur- 
tailed substantially by the U.S. in the 
coming fiscal year. The Budget allots 
$305,000,000 for winding up UNRRA 
contracts, and that international agency 
plans to close down during 1947. This 
will mark the end of U.S. gifts through 
international relief agencies, except for 
participation in the International Refu- 
gee Organization and the World Health 
Organization. These United Nations 
agencies are to get $75,718,000 from the 
U.S. 

Lend-Lease, which cost $50,692,000,- 
000 in U.S. supplies and services during 
the war years and the immediate postwar 
period, is dropped completely«from the 
new Budget. 

Total gifts and grants-to be used inter- 
nationally will amount to $1,413,000,000 
if Congress accepts the- Budget figure. 
That is nearly $1,000,000,000 less than 
the amount used in the previous fiscal 
year. 


@ Beneficiaries of U.S. public relief in 
the next fiscal year will find some slight 
changes in Washington policy. Occupied 
countries will be the chief recipients. 
War destruction, coupled with stifling 
economic developments, have made them 
into public wards of the U. S. To prevent 
starvation and complete economic break- 
down, the U.S. is to support them until 
normal functions are re-established. 

Germany is to get $330,000,000. That, 
together with an equal sum put up by the 
British, is to start the new export-import 
program for the U.S.-British zones of 
Germany. The grant to the former enemy 
country is to be repaid when and if the 
new program produces an excess of 
German exports over imports. 

Japan, Korea, the Ryukyus are to share 
a proposed $315,000,000. All these fig- 
ures exclude the huge costs of U.S. 
military occupation, which are not item- 
ized in the Budget. 

Italy, Greece and Austria are to get 
special attention from the U.S. After the 
end of UNRRA, those countries still will 
need large-scale help to prevent catastro- 
phe. As a result, total grants of $250,- 
000,000 are planned for them during the 
next fiscal year. These grants will be in 
addition to credits that they might obtain 
elsewhere. 

The Philippines are to get $137,000,- 
000 because of war damages and re- 
habilitation. During the current fiscal 
year, the new republic is receiving from 
thé U.S. $30,000,000 for war damage 
and $75,000,000 as a general loan from 
the Reconstruction Finance Corporation. 
@ A major shift in the geographic dis- 
tribution of U.S. public grants is ahead. 
Russia and Russia’s satellites will be the 
losers. 

The end of UNRRA during 1947 will 
take Eastern Europe off the relief rolls. 
The result will be that countries in the 
Soviet sphere will have to qualify as 
sound debtors to get further help from 
the U.S. That will require the settling of 
outstanding accounts. ~ 

Grants and loans from the U.S. will 
be concentrated largely among the coun- 
tries of Western Europe, ig,the occupied 
countries and in the Philippines. Far 
Eastern nations will be considered as 
borrowers as they settle their internal 
affairs. 

















Whether~ the international commit- 
ments of the U.S. for the next fiscal 
year attain the budget goals will depend 
on the U.S. Congress. Already there is a 
strong sentiment in the Republican-con- 
trolled Congress to trim President Tru- 
man’s Budget. If that happens the sum 
for grants and loans abroad will get close 
scrutiny. Many members of Congress 
favor the development of private lending 
over public lending, and a lessening of 
Government control over interest rates. 

Under the reorganization of commit- 
tees in the U. S. Congress, loans for other 
countries will be passed upon by the 
Foreign Relations Committee of the Sen- 
ate, rather than the Banking Committee. 
This will tend to tie the lending program 
to diplomatic policies. 

@ Private capital is expected to make an 

estimated $1,100,000,000 available from 
the U.S. to the rest of the world during 
the 1947-48 fiscal year. 

Gifts by charitable institutions, plus 
private remittances, probably will con- 
tribute $350,000,000 to world-wide relief 


and recovery. 


Private capital going abroad, plus the 
purchase of securities of other countries, 
should add another $750,000,000. 

Other dollars will be obtained by coun- 
tries drawing on dollar balances held in 
the U. S. and by selling gold to the U. S. 
How much that will amount to is going to 
depend both or general business activi- 
ties and on the extent of international 
lending. 

Business conditions inside the United 
States and the movement of prices in 
the world will determine the scope of 
U.S. buying abroad during the next fiscal 


- year. Such buying will make more dollars 


available to other countries. An earlier 
analysis by World Report estimated that 
imports by the U.S. during the current 
calendar year.would amount to $5,400,- 
000,000. 

These things, however, will not affect 
the $5,000,000,000 or so that will be put 
up by the U.S., both publicly and pri- 
vately, to assist in recovery and rehabilita- 
tion during the next fiscal year. 

@ The outlook for the rest of the world, 
based on these figures, is that the flow 


of dollars from the U. S. will be kept on a 
relatively high level through June 1948. 

To U. S. business, especially to the ex- 
port industries, this means assurances of 
comparatively large markets abroad dur- 
ing the next 18 months. The volume of 
that business will depend to a considera- 
ble extent on whether U.S. prices are 
kept at a level low enough to compete 
with other exporting nations. 

After June 1948, gifts from the U.S. 
to other countries can be expected to 
fall off sharply. The volume of lending 
throughout the world might shrink, too, if 
the international financial machinery 
should not make up for the coming reduc- 
tion in public loans from the United 
States. 

Over all, the meaning of the U. S. pol- 
icy in international financing, as outlined 
by the Budget, is this: Gifts from the 
U.S. Treasury will be less lavish and 
will become harder to get. Lending will 
be shifted away from direct deals between 
the U.S. and other governments and be 
placed in such international institutions 
as the World Bank and Fund. 


U.S. Dollars for Use Abroad 


Government Loans and Credits 
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U.S. TO SEND BILLIONS ABROAD IN ’47 


TO UNDERWRITE WORLD RECOVERY 


Gifts from the Treasury will be harder 
to obtain, however, and loans will be 
made through international institutions 


Billions of U.S. dollars will con- 
tinue to underwrite world recovery for 
at least another year and a half. Nearly 
$5,000,000,000 will go for that pur- 
pose during the fiscal year that begins 
next July. 

Government loans and grants will 
amount to $3,809,000,000 if Congress 
agrees to present plans of the Adminis- 
tration. Private loans and gifts will add 
more than $1,000,000,000 to that total. 

What this means is that public aid from 
the U.S. to the outside world is to con- 
tinue on a large scale into the third post- 
war year instead of stopping abruptly 
as it did after World War I. This time 
the difficult transition from war to peace 
is being eased by prolonged aid from the 
U.S. Last time the withdrawal of U. S. 
aid contributed to a heavy reduction in 
world trade. | 
@ Public financing of international insti- 
tutions and individual countries will rep- 
resent 10 per cent of U.S. Government 
expenditures in the next fiscal year. The 
$3,809,000,000 schedule in the Budget 
amounts to 2 per cent of the expected 
national income of the United States. 

The Budget expenditures for interna- 
tional aid will be smaller by $2,129,000,- 
000 than in the current fiscal year. 
However, a large share of the dollars 
given to the International Fund and Bank 
during the 1946-47 fiscal period will go 
out to the world as loans and credits 
during the year that starts next July. 
That will tend to even out the flow of 
dollars abroad over the two-year period. 

Loan and credit expenditures in the 
new Budget will amount to $2,396,000,- 
000. This includes payments of $1,200,- 
000,000 on the loan to Britain, $730,- 
000,000 for the Export-Import Bank and 
$466,000,000 for the International Bank. 

Direct loans to individual countries are 
not provided for. That means prospective 
borrowers will have to turn to the Inter- 
national Bank if they cannot find private 
capital. 
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Both the International Bank and Fund 
will have ample means of their own for 
financing world recovery in the near 
future. The Bank, in addition, may get 
more funds by issuing securities to the 
public if marketing conditions permit. 
The Export-Import Bank will be limited 
to the financing of specific U. S. exports, 
but this is expected to contribute to re- 
covery in other countries. 

Debt policy of the U.S. Government 
in the next fiscal year will benefit bor- 
rowers abroad by keeping interest rates 
low, even though the basic trend of in- 
terest rates recently has been upward. 
Long-term bonds of the United States 
Government now yield an average of 
2.27 per cent and .medium-term bonds 
1.62 per cent, while high-grade bonds 
of private corporations yield 2.52 per 
cent. 

Because of the low-interest policy set 
forth in the U. S. Budget, borrowing will 
remain cheap for countries abroad in the 
immediate future. 

Gifts and grants abroad are to be cur- 
tailed substantially by the U.S. in the 
coming fiscal year. The Budget allots 
$305,000,000 for winding up UNRRA 
contracts, and that international agency 
plans to close down during 1947. This 
will mark the end of U.S. gifts through 
international relief agencies, except for 
participation in the International Refu- 
gee Organization and the World Health 
Organization. These United Nations 
agencies are to get $75,718,000 from the 
U.S. 

Lend-Lease, which cost $50,692,000,- 
000 in U.S. supplies and services during 
the war years and the immediate postwar 
period, is dropped completelysfrom the 
new Budget. 

Total gifts and grants to be used inter- 
nationally will amount to $1,413,000,000 
if Congress accepts the. Budget figure. 
That is nearly $1,000,000,000 less than 
the amount used in the previous fiscal 
year. 





@ Beneficiaries of U.S. public relief in 
the next fiscal year will find some slight 
changes in Washington policy. Occupied 
countries will be the chief recipients. 
War destruction, coupled with stifling 
economic developments, have made them 
into public wards of the U. S. To prevent 
starvation and complete economic break- 
down, the U. S. is to support them until 
normal functions are re-established. 

Germany is to get $330,000,000. That, 
together with an equal sum put up by the 
British, is to start the new export-import 
program for the U.S.-British zones of 
Germany. The grant to the former enemy 
country is to be repaid when and if the 
new program produces an excess of 
German exports over imports. 

Japan, Korea, the Ryukyus are to share 
a proposed $315,000,000. All these fig- 
ures exclude the huge costs of U.S. 
military occupation, which are not item- 
ized in the Budget. 

Italy, Greece and Austria are to get 
special attention from the U.S. After the 
end of UNRRA, those countries still will 
need large-scale help to prevent catastro- 
phe. As a result, total grants of $250,- 
000,000 are planned for them during the 
next fiscal year. These grants will be in 
addition to credits that they might obtain 
elsewhere. 

The Philippines are to get $137,000,- 
000 because of war damages and re- 
habilitation. During the current fiscal 
year, the new republic is receiving from 
thé U.S. $30,000,000 for war damage 
and $75,000,000 as a general loan from 
the Reconstruction Finance Corporation. 
@ A major shift in the geographic dis- 
tribution of U.S. public grants is ahead. 
Russia and Russia’s satellites will be the 
losers. 

The end of UNRRA during 1947 will 
take Eastern Europe off the relief rolls. 
The result will be that countries in the 
Soviet sphere will have to qualify as 
sound debtors to get further help from 
the U.S. That will require the settling of 
outstanding accounts. « 

Grants and loans from the U.S. will 
be concentrated largely among the coun- 
tries of Western Europe, ig,the occupied 
countries and in the Philippines. Far 
Eastern nations will be considered as 
borrowers as they settle their internal 
affairs. 




















Whether- the international commit- 
ments of the U.S. for the next fiscal 
year attain the budget goals will depend 
on the U.S. Congress. Already there is a 
strong sentiment in the Republican-con- 
trolled Congress to trim President Tru- 
man’s Budget. If that happens the sum 
for grants and loans abroad will get close 
scrutiny. Many members of Congress 
favor the development of private lending 
over public lending, and a lessening of 
Government control over interest rates. 

Under the reorganization of commit- 
tees in the U. S. Congress, loans for other 
countries will be passed upon by the 
Foreign Relations Committee of the Sen- 
ate, rather than the Banking Committee. 
This will tend to tie the lending program 
to diplomatic policies. 

@ Private capital is expected to make an 

estimated $1,100,000,000 available from 
the U.S. to the rest of the world during 
the 1947-48 fiscal year. 

Gifts by charitable institutions, plus 
private remittances, probably will con- 
tribute $350,000,000 to world-wide relief 
and recovery. 


Private capital going abroad, plus the 
purchase of securities of other countries, 
should add another $750,000,000. 

Other dollars will be obtained by coun- 
tries drawing on dollar balances held in 
the U.S. and by selling gold to the U. S. 
How much that will amount to is going to 
depend both on general business activi- 
ties and on the extent of international 
lending. 

Business conditions inside the United 
States and the movement of prices in 
the world will determine the scope of 
U.S. buying abroad during the next fiscal 


- year. Such buying will make more dollars 


available to other countries. An earlier 
analysis by World Report estimated that 
imports by the U.S. during the current 
calendar year.would amount to $5,400,- 
000,000. 

These things, however, will not affect 
the $5,000,000,000 or so that will be put 
up by the U.S., both publicly and pri- 
vately, to assist in recovery and rehabilita- 
tion during the next fiscal year. 

@ The outlook for the rest of the world, 
based on these figures, is that the flow 


of dollars from the U. S. will be kept on a 
relatively high level through June 1948. 

To U. S. business, especially to the ex- 
port industries, this means assurances of 
comparatively large markets abroad dur- 
ing the next 18 months. The volume of 
that business will depend to a considera- 
ble extent on whether U.S. prices are 
kept at a level low enough to compete 
with other exporting nations. 

After June 1948, gifts from the U. S. 
to other countries can be expected to 
fall off sharply. The volume of lending 
throughout the world might shrink, too, if 
the international financial machinery 
should not make up for the coming reduc- 
tion in public loans from the United 
States. 

Over all, the meaning of the U. S. pol- 
icy in international financing, as outlined 
by the Budget, is this: Gifts from the 
U.S. Treasury will be less lavish and 
will become harder to get. Lending will 
be shifted away from direct deals between 
the U.S. and other governments and be 
placed in such international institutions 
as the World Bank and Fund. 
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FEAR OF JOBLESSNESS LIES BEHIND 
FLARE-UP OF STRIKES IN BRITAIN 


Many union workers put no faith in 
promises of full employment in future, 
believe concessions must be won now 


Reported from 
LONDON 


Great Britain’s Socialist Govern- 
ment and its union leaders are caught in 
a production crisis stirred up by Britain’s 
workers. “Wildcat” strikes, slowdowns 
and absenteeism by some rank-and-file 
union members are arising from the deep 
unrest in Britain’s labor force. 

What the strikers want are im- 
mediate increases in wages, cuts in work- 
ing hours and more power for their 
unions. But the Labor Cabinet and union 
leaders are urging more production as a 
prerequisite to such gains. As a result, 
British labor as a whole is hesitating, 
uncertain what to do. 

The ability of union leaders and the 
Government to persuade labor to work 
without interruption is of the utmost 
importance to Britain. To regain her status 
as a top industrial power, Britain must 
produce more goods. Production must 
come from prewar plants, many of them 
obsolete. Industry is to be modernized, 
but that takes time. 

It will be a year, perhaps two years, 
before the billions of dollars now to be 
expended on new machinery and new 
methods show in output. Meanwhile, 
Britain must depend on stable labor. 

Most workers are on the job. With their 
help, British exports abroad have been 
boosted nearly 20 per cent above the 
1938 volume in the last quarter of 1946. 
But what is needed for a healthy export- 
import balance is a 75 per cent increase 
over prewar levels of exports. 

For this reason, Government and union 
leaders are striving to get to the bottom 
of the “wildcat” strikes. These involve 
only a small portion of Britain’s labor 
force, but they show what is causing 
walkouts, slowdowns and absenteeism. 

@ What strikers are asking frequently is 
only a cover for their real concern. 

Less time at work leads the list of 
demands put forward by strikers. 

British unions want the five-day, 40- 
hour week. Most union leaders, aware of 
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the need for production, are willing to 
settle temporarily for a five-day, 44-hour 
week, 

Agreements cutting down working time 
to 44 hours, or a five-day week, now are 
in effect in the engineering, furniture, 
shoe and textile industries. Last year, 
1,500,000 warkers got a five-day week. 
More will get it this spring. 

The walkout of truck drivers grew out 
of an attempt to get better pay by ask- 
ing for shorter hours. Edwin J. Drechsel, 
staff correspondent of World Report, 
says in a dispatch from London: 

“Principal complaint of the truckers 
was the failure to grant the cumulative 
week. Under this scheme, the truckers get 
overtime pay after eight hours’ work rath- 
er than after 10 hours. It would increase 
take-home pay for drivers who worked 
the usual 10-hour shift and explains why 
no direct wage demands were made. 
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ON TRUCKER’S HOLIDAY - 
Promises were not enough 





“The unofficial strike was called to 
protest a deadlock in negotiations and to 
show dissatisfaction with union leaders 
for failing to press the demands. 

“Sympathetic walkouts of dock hands 
and market workers are the result of a 
feeling among other workers that they 
also need better union co-operation to 
get what they are asking. 

“A strike settlement, conceding part 
of the truckers’ demands, only empha- 
sizes the dangers of the situation. Some 
workers feel that the precedent thus set 
shows that strikes can affect negotiations.” 

The “closed shop,” British style, is the 
stated aim of some strikers. The Trades 
Union Congress, which includes most of 
Britain’s 8,000,000 organized workers, is 
not seeking the American-style “closed 
shop,” under which employers hire only 
members of the unions with which they 
have contracts. It does want all workers 
in industry to be members of unions 
associated with the T.U.C. 

Resentment among workers that non- 
union members should share benefits ob- 
tained by dues-paying employes is lead- 
ing to walkouts that the union leadership 
has been unable to prevent. A single 
employe who refused to join a union and 
was supported by his employer caused a 
“wildcat” strike in a cold-storage plant 
that soon led to a work stoppage by 
thousands of meat handlers in London. 

Better working conditions figure among 
the demands of many strikers. The first 
walkout in coal mining after the industry 
went under Government ownership Jan- 
uary 1 was in a mine near Glasgow 
where a blast entombed 14 workers last 
year. When an arbitration board author- 
ized the use of explosives in the same 
shaft, 1,000 miners quit work. 

_ As a rule, working conditions appear 
only as bargaining points which strikers 
discard as negotiations begin. Lighting, 
space, sanitary and safety conditions in 
a large part of British industry are far 
below the standard in U.S. plants. But 
British industry's plans for moderniza- 
tion include provisions for workers’ safety 
and comfort, and workers are not insist- 
ing on these things now. 

Better pay, an aim that lies at the 


‘bottom of many strikes, is seldom ad- 


mitted by strikers to be the cause of 
walkouts. Reason is that wages have 
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climbed higher than living costs, kept 
steady by Government subsidies. An offi- 
cial survey at the end of the war dis- 
closed that industrial wages were at 188 
per cent of 1938 levels and living costs 
at 133.5 per cent. 

@ Real reason for strikes and slowdowns 
is that workers are suspicious of the 
ability of the Labor Government and 
union leaders to make good on their prom- 
ises to workers. 

Responsible leaders of labor, elected by 
the union membership, join with Labor 
Minister George Isaacs in promising 
better pay, a five-day, 40-hour week and 
many other advantages for workers in 
the years ahead. Britain is described to 
the worker as being in the transition 
period between capitalism and a modi- 
fied socialism in which labor will share 
in the profits of management. 

Irresponsible leaders, far below the top 
levels consulted by Cabinet members, are 
shaking rank-and-file confidence in union 
officials. Playing on the deep-seated fear 
of workers that full employment may not 
last, they are recalling the days of 1932 
when 21.9 per cent of Britain's indus- 
trial workers were jobless. 

Criticism is aimed principally at the 
274 Labor Party members of Parliament 
who are not union members. Rank-and- 
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PRODUCTION STEP-UP SLOWED DOWN 


file leaders are charging that professional 
men and university professors in this non- 
union group are running away with the 
119 unionists in the Labor Party majority, 
are leading Britain into dangerous fields 
of impractical idealism. 

Rebels in the tinions say labor is being 
sucked into the old game of meeting re- 
quests for wage rises with an offer of a 
junior partnership in the firm. They are 
advising fellow workers to grab what they 
can get now instead of working for the 
future, when labor may be cheap and 
plentiful. 

Red tape is slowing down existing 
machinery for arbitration and settlement 
of labor disputes. In the trucking case, 
for example, a regional wage board com- 
posed of employer and worker represen- 
tatives and the National Road Haulage 
Wages Board, on which management, la- 
bor, the Government and the public are 
represented, tossed the dispute back and 
forth for nine months. Each board re- 
ported to the other within the legal period 
of 21 days, but seldom beat that time. 

To get the strikers back to work, the 
Government had to set up a Joint In- 
dustrial Council, on which labor and man- 
agement sit. This group took the case 
out of the hands of the wage boards. 
Truckers went back to their jobs, reliev- 
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ing troops of the Coldstream, Scotch, 
Welsh and Irish Guards, with the under- 
standing that a swift decision would be 
made on their request for overtime pay 
beyond eight hours a day. 

@ More strikes lie ahead for Britain, this 
time based on new demands. 

More food, which the Labor Govern- 

ment has granted underground workers 
in the coal mines in the hope of lifting 
production, now is being asked by 10 
unions representing over 1,000,000 work- 
ers. So far the Food Ministry has, re- 
fused to grant extra rations beyond those 
already provided for herring fishermen 
and workers in iron foundries, docks 
and cement and brick works. 
@ Hope for relief from strikes and for a 
speed-up of work through industry rests 
on the Governments program for an 
over-all wage policy to be presented to 
Parliament this month. Current plans 
cal] for a voluntary “freezing” of all 
wages except those in coal, iron and 
steel, cotton, wool and agriculture. Other 
workers are to get increases only if they 
boost production. 

No guarantees against “wildcat” strikes 
are visible. Britain's hope is that the 
rank and file will decided to “go along” 
in co-operation with the Labor Govern- 
ment and the union leaders. 


Strikes increase as labor’s faith in national leaders weakens 
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CONFLICTS AMONG ALLIES SPUR 
REVIVAL OF GERMAN INDUSTRY 


Powers bid for bargaining weapons 
by pushing recovery in their zones. 
Earlier peace settlement may result 


Reported from BERLIN, 
LONDON and WASHINGTON 


A race to revive German industry 
is under way between Russia on the one 
side and the U.S. and Britain on the 
other. 

Economic merger of Western Ger- 
many by the Americans and British has 
been answered by Russian talk of reduc- 
ing reparations and stepping up the level 
of industry in the Soviet zone. Now 
pressure has been added by influential 
Republicans in the U. S. to use Germany’s 
resources to provide the power for an 
economic federation of all of Western 
Europe. 

Behind these moves are bids for bar- 
gaining weapons in advance of the For- 
eign Ministers Moscow conference on 
Germany s future. 

@ What both sides want is a German 
settlement. Whether Germany goes Com- 
munist or follows the United States and 
Great Britain may hinge on which side 
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WHERE WILL BOUNDARIES BE FIXED? 
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is able to provide the most for German 
recovery. 

The U.S. and Britain are determined 
to help Western Germany pay its own 
way, whether or not the country is unified 
by the occupying Allies. The merger of 
the Anglo-American zones makes the 
Russians uneasy. They see the possibility 
that by 1949 Western Germany may be 
booming, with high production in its in- 
dustries. 

Now John Foster Dulles wants the 
U.S. to take the lead in using Germany 
for the economic unification of all the 
countries of Western Europe. 

Russia’s reply to a revived Western 
Germany is to hold out the same promise 
in her zone. Removal of German plants 
from the Russian zone is to cease under 
terms of a new agreement between the 
Russians and the Communist-led Social- 
ist Unity Party. Reparations payments 
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to Russia out of current production will 
be reduced. The level of industry in 
the Russian zone may be raised to dou- 
ble or triple the level to which the Rus- 
sians had previously agreed. 

Unification of all Germany may result 
from these developments. Thomas F. 
Hawkins, staff correspondent for World 
Report, says in a wireless dispatch from 
Berlin that the “reason for Russia’s an- 
nouncement of favorable treatment in 
her zone is that she is afraid of losing 
many benefits if bi-zonal operation of 
Western Germany by the U. S. and Brit- 
ain succeeds. Russia wants a friendly 
Germany, economically valuable to her. 

“The basic reason behind Russia's 
campaign is to improve her position for 
the coming peace discussions. Those dis- 
cussions are likely to end with agreement 
on the unification which everybody 
wants.” 

@ Four blueprints for Germany still 
must be fitted together by the four oc- 
cupying powers. Each has goals of its 
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Russia wants a highly centralized Ger- 
many whose factories will produce goods 
for Russia and the countries of Eastern 
Europe. The Russians want no change in 
the Western border of Germany but 
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want Poland to keep the large slice of 
Eastern Germany that is being run by 
the Polish Government. In addition, the 
Russians want the city of Kaliningrad, 
formerly Kénigsberg, and an area around 
it to be annexed to Russia. The Russians 
would like a unified Germany provided 
they get a share of the production of 
industries in the Ruhr and Rhineland, 
now controlled by the Western powers. 
In addition, they want their share of the 
industrial equipment from Western Ger- 
many that was promised to them at 
Potsdam. 

France wants a weak Germany, as 
decentralized as possible, with little in- 
dustrial power. It is likely that France 
will get the Saar coal area detached from 
Germany, but the French have almost 
given up hope that the Ruhr and Rhine- 
land can be cut off from the motherland 
in the same manner. They fear any cen- 
tral German government and would 
vastly prefer a series of small, independ- 
ent German states. But being realists, 
the French know they are a minority of 
one. The alliance with Britain and with 
Russia will have to be the substitutes for 
breaking up Germany into little pieces. 

The United States wants a prosperous, 
unified Germany free to do most of her 
business with her pre-Hitler customers, 
the Western world. The U.S. wants a 
central German government to be built 
from the ground up, based on a union of 
provincial governments retaining a large 
degree of autonomy. The U.S. hopes 
that unification will eliminate in a few 
years the need for heavy expenditures 
to maintain living standards in Germany. 
Eventually, the U.S. hopes that a grass- 
roots democrgcy will arise in Germany, 
enabling all nations to reduce, or even 
withdraw, their occupation troops. To 
prevent a recurrence of German aggres- 
sion, the U. S. is willing to sign a 40-year 








treaty to guarantee that Germany will 
stay disarmed. 

Britain wants substantially the same 
things from a German treaty as the U. S. 
Fusion of the U.S. and British zones 
economically has brought the goals of 
the two English-speaking powers closer 
together. In addition, the British are set- 
ting up provincial governments in their 
zone patterned on the states in the 
U.S. zone. Major British-U.S. differ- 
ences center around whether to national- 
ize large industries, a matter that is not 
at issue in the treaty negotiations. 

@ Four major disagreements complicate 
the task of fitting these blueprints into 
a single plan for Germany's future. The 
list of disagreements has been reduced 
in the last few months, yet they still are 
capable of prolonging negotiations for a 
German settlement until 1948 or later. 

Frontiers of the eventual German state 
will be hard to draw. James F. Byrnes 
served notice in a speech at Stuttgart in 
September that the U.S. does not feel 
committed to approve annexation of 
Eastern Germany by Poland without dis- 
cussion. The new Polish frontier would 
be hard to change, because millions of 
Germans have been moved out of the 
area ceded to Poland. But the U.S. may 
reopen the question at Moscow. 

The French will make a formal claim 
to incorporate the Saar, a claim that 
the U.S. and Britain are ready to sup- 
port. The Dutch, Czechoslovaks, Belgians 
and Luxembourgers all demand slices of 
German soil. 

Reparations will be a major dispute. 
Potsdam agreements to give Russia a 
share of equipment from Western Ger- 
many never have been fulfilled. Now 
Russia wants a share of current produc- 
tion from Germany as well as a portion 
of surplus factories. The Russians never 
have renounced formally their claim to 
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WILL INDUSTRY BE BALANCED? 


$10,000,000,000. in reparations from 
Germany. Their deal with the German 
Socialist Unity Party, however, scaling 
down reparations, may mean that the 
Russians are nearer the Western view- 
point on this subject. 

A level of industry must be set that will 
satisfy both those who want to keep Ger- 
many impotent and those who want to 
use Germany’s large industrial output for 
their own purposes. U. S. and British off- 
cials are mystified by Russian promises 
to raise the ceiling for German industrial 
activity by 200 or 300 per cent. Western 
officials know that German industry has 
not yet reached even the very low ceiling 
of activity on which all four occupying 
powers agreed last March. 

The Ruhr, heart of Germany's indus- 

trial power, is a storm center of argu- 
ment between the big nations. The British 
occupy it and, by bi-zonal agreements, 
the Americans are to benefit from its 
productive capacity. The French think 
the Ruhr should be separated from Ger- 
many and run-as an international business 
so that Germans never again can control 
its huge potential arms industry. The 
Russians do not want to cut the Ruhr off 
from Germany, but they do want Russia 
to share in control of its industries and to 
get a portion of its output to help rebuild 
Russia. In the hands of the Western 
powers, the Ruhr is to be an important 
bargaining point in reaching agreement 
to run Germany as a unit. 
@ A new policy toward Germany is 
emerging in Russia to match the new 
economic policy of Britain and the U. S. 
Russians identified with the policy of 
isolation from the Western zones of Ger- 
many have been replaced by more mod- 
erate officials. These new policies may 
enhance the chances for agreement on 
Germany when the Foreign Ministers 
meet at Moscow. 
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WHO WILL CONTROL THE RUHR? 
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PADDED PROFITS ADD MILLIONS 
TO JAPAN’S OCCUPATION COSTS 


Government suspected of permitting 
fraudulent charges in order to build 
up case for leniency in reparations 


Reported from 


2 Ona ¥ 


Japanese profiteers are cashing 
in on military occupation at the expense 
of their own Government. 

By padding charges against the 
Tokyo Government for services to Allied 
forces, businessmen and contractors have 
raised Japan’s occupation bill to a point 
where it is consuming one third of the 
national budget. 

The Japanese Government, aware of 
the situation, has done nothing to check 
the fraudulent practices. Some U.S. au- 
thorities believe occupation expenses have 
been allowed to soar deliberately in the 
hope of getting immediate financial assist- 
ance from the U.S. Eventually, the high 
cost of occupation can be used by Japan 
as a talking point fof a lenient peace. 


O 


An investigation ordered by General of 
the Army Douglas MacArthur shows the 
Japanese are running up bills far out of 
proportion to actual costs. Remodeling a 
home to house the family of a U. S. officer 
is costing Japan the yen equivalent of 
about $200,000. One contractor charged 
$330 to install a single pane of glass. 

@ Behind the investigation, says Joseph 
Fromm, World Report's staff correspond- 
ent in Tokyo, is this story of profiteering, 
corruption, irresponsible administration: 

“Bribery is widespread. Contractors 
generously pay minor Japanese officials to 
wink at profiteering. 

“The Government is unable to obtain 
through official channels the necessary 
materials for occupation projects. Instead, 
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WHERE INFLATION HITS HARDEST 
Making both ends meet is a workers’ nightmare in a world of black markets and bribery 
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contractors are encouraged to buy such 
items as lumber and steel from the black 
market at tremendously inflated prices. 

“Dummy pay rolls and padded bills 
are general practices among contractors. 

“Most contractors are doubling and 
tripling their actual labor costs and the 
Government has no system for checking 
up on the amount of labor used. 

“One builder submitted a bill for cut- 
ting 28 new windows in a house he 
was remodeling. A checkup showed 
the completed project had only 27 win- 
dows altogether, and the contractor had 
cut only five new ones instead of the 
claimed 28. 

“Two sets of prices, one for the Japa- 
nese and a much higher one for the 
American military, are prevalent in 
Japan today. 

“As an example, gold fish provided for 
the homes of U.S. Army dependents 
cost a minimum of $5 each. Japanese get 
identical fish for less than 50 cents. 

“Fantastic bills are turned in by con- 
tractors who build or remodel homes for 
the occupation forces. 
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“Contractors collect an average of 

1,300,000 yen for a low-cost housing unit 
and 12,000,000 yen for the quarters of 
American officers. At the official 15-to-] 
rate, that represents $86,000 and $800.- 
000 respectively. Even at the black 
market’s more realistic rate of 75-to-] 
the price of a low-cost housing unit is 
more than $17,000 and a home for an 
officer and his family represents an outlay 
of $160,000.” 
@ Japanese motives appear to include a 
deliberate desire on the part of industrial- 
ists to bring the country to the brink of 
economic collapse. The Government has 
taken no positive action to stamp out 
profiteering, although U.S. authorities 
have offered several suggestions, includ- 
ing the renegotiation of contracts. 

Finance Minister Tanzan Ishibashi says 
the occupation forces not only eat up one 
third of Japan’s current budget but also 
retard industrial recovery by consuming 
one third of Japan's basic production 
materials. He admits profiteering is ram- 
pant among contractors but holds the 
Government cannot punish them. 

Funds are exhausted and the Cabinet 
intends to ask the Diet for another de- 
ficiency appropriation. By March, Japan 
will have spent 37,000,000,000 yen for 
Allied occupation. At the unrealistic rate 
of 15-to-1 that is well in excess of 
$2,000,000,000. 

Expenditures of the Japanese Govern- 
ment represents only part of the total 
cost of occupation. The U. S. Government 
pays the salaries of its occupation forces, 
military and civilian, and assumes the cost 
of food imports and shipping. These items 
cost American taxpayers more than $600,- 
000,000 a year. 


MILLIONAIRES ROW IN TOKYO 


Japan’s industrialists join with the Gov- 
ernment in a concerted effort to blame 
occupation costs for all of Japan's eco- 
nomic ills. 

At a series of dinners for U. S: and Brit- 
ish reporters, the spokesmen for industry 
are appealing to correspondents to tell the 
world of Japan’s financial plight. Invaria- 
bly it is attributed to the expense of occu- 
pation. They also emphasize that Japan 
cannot recover without machinery, tools, 
raw materials and loans from the U. S. 

In effect, the Japanese claim that oc- 
cupation is wrecking their economy, and 
that the U.S. should bail them out with 
equipment and loans, 

One U. S. official in Tokyo told Fromm 

he believed the Japanese Government was 
allowing occupation costs to skyrocket to 
provide an excuse for runaway inflation 
and to build up a case for more lenient 
terms at the peace conference. He ex- 
plained that the huge sum of highly in- 
lated yen already spent for occupation 
would be used by the Japanese as a talk- 
ing point for a general reduction in rep- 
arations and indemnity claims. 
@ A systematic reduction in occupation 
expenses is being forced by U. S. authori- 
ties. Success of the program depends 
largely on whether the Japanese can be 
compelled to eliminate profiteering. 
Americans realize, however, that they are 
not entirely blameless for Japan’s present 
situation. Occupation authorities have 
concentrated on speed and quality con- 
struction work and have not been able 
to keep a close check on costs. Some U. S. 
officers have requisitioned luxuries for 
their homes and clubs. 

A planning committee of U.S. Army 
men now passes on major construction 


projects. One of its first acts was to sus- 
pend construction of a 120,000,000-yen 
golf course at a recreation center for oc- 
cupation forces. 

Nonessential services are banned. No 
longer will the Japanese Government be 
required to pay for such items as or- 
chestras for dances, flowers for officers’ 
quarters and electric signs for theaters 
and clubs. 

Lieut. Gen. Robert L. Eichelberger. 
commander of U.S. troops in Japan, re- 
cently called together his key subordi- 
nates and ordered the trimming of occu- 
pation costs. He said future demands on 
the Japanese Government would be lim- 
ited to the fundamental requirements of 
the American military, attached civilian 
personnel and dependents. 

The procurement sygtem of the United 
States Army is being overhauled. Instead 
of making demands on local officials, pro- 
curement will be done mainly through a 
central organization. This will enable 
the Japanese Government to invite com- 
petitive bids on occupation projects. 

A general decline in the cost of pro- 

viding housing for members of the 
occupation forces and their dependents 
also is expected in the near future. 
To date the Japanese Government has 
defrayed the expense of remodeling 
4,500 homes. Some unneeded proper:, 
already has been turned back to ¢he 
Japanese owners. 
@ A tight rein on Japan's occupation 
bills is regarded as essential by many 
U.S. officials. There is concern that, un- 
less profiteering is curtailed, the country’s 
industrial recovery will be retarded, thus 
prolonging the occupation and adding to 
U. S. expenses in Japan. 
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The Japanese Diet building looks down on a Quonset village built for families of occupation forces 
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CONTROLS OVER PRIVATE BUSINESS 
DRAW TIGHTER IN UNITED KINGDOM 


80 per cent of economy presumably 
free finds its activities circumscribed 
more and more by the Government 


Reported from 
LONDON 


The rules for private enterprise in 
a planned economy are being shaped by 
Britain’s Socialist Government. 

Productive efficiency, rather than 
profit, is to be the yardstick that Govern- 
ment planners will apply to the 80 per 
cert of the British economy left un- 
nationalized. Wartime controls will be 
continued in some cases to lessen the 
effect of shortages and to induce industry 
_to reorganize for more efficient produc- 
tion. Additional controls are soon to be 
requested of Parliament. 

Upshot, as plans of the Labor 
Government are completed, is to be direct 
control of a vital sector of the economy 
through Government ownership, and in- 
direct control of the rest through broad 
governmental policies and regulations. 

Current difficulties in production are 
hampering, but not stopping, the British 
Government in. its announced intentions. 
In the view of the Laborites, shortages 
in coal and in man power and slowdowns 
in the drive for exports argue for more, 
rather than less, Government planning. 
The aim of the Labor Government still 
is an economy planned clear across the 
board. Popular support of the Govern- 
ment in recent by-elections convinces 
Prime Minister Clement Attlee and his 
colleagues that most of the people agree 
with them. 

Closer relations between Britain and 
France, expected to flow from the eco- 
nomic and military alliance to be nego- 
tiated between the two powers, would 
nail down Britain’s planned economy 
more permanently. Socialist officials in 
both countries are counted*on to inte- 
grate the two economies as closely as 
possible. A return to uncontrolled capi- 
talism, in that situation, would be less 
likely to happen. 

@ The future of British business under 
a Labor Government, it now _ turns 
out, is only partially forecast by the 
nationalization schemes already put/nto 
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effect or presented to Parliament. Thus 
far: 

The central bank, the Bank of Eng- 
land, has been taken over by the Gov- 
ernment, giving it control over credit 
policy. 

A capital issues committee has been 
established that puts investment policy, 
including new issues for industry, under 
Government control. 

Budget and tax policies, as in non- 
Socialist countries, are in the hands of 
the Government. 

Coal mines, providing Britain’s basic 
fuel, are now owned and operated by 
the Labor Government. 

Iron and steel are to be nationalized, at 
least in large part, later. 

Overseas communications, cable and 
wireless, are now under Government 
control. ; 

Gas and electricity are to be owned 


‘and operated by the Government. 


Inland transportation is to be taken 
over by the Government. This means 
railroads, bus and traction lines, and 
truckers. 

In other words, when Britain’s pro- 
gram of nationalization is completed, the 
Government will have direct control, 
through ownership, of basic fuels, the key 
iron and steel industry, the means of com- 
munication and the means of transporta- 
tion. In addition, the Government will be 
able to influence and largely direct the 
credit, investment and tax policies within 
which all business must operate. 

Total nationalized adds up to 20 per 
cent of the British economy. This figure, 
made public by Labor officials to meet 
charges that they were about to nation- 
alize everything, is based on the dis- 
tribution of man power, not on earnings 
or capital value. Employment in the in- 
dustries and services to be nationalized, 
in other words, ultimately may account 
for 20 per cent of all those gainfully em- 
ployed. 


What the figure overlooks, however, 

is the relative importance of the nation- 
alized industries to the economy as a 
whole. Control over credit and invest- 
ment policies, and over fuel, iron and 
steel, communications and transportation 
means more than control over any 20 
per cent of the economy chosen at ran- 
dom. Officials in charge of the industries 
and services selected for nationalization 
are in a position to influence all other 
industries and businesses as well. 
@ What is in store for the 80 per cent 
earmarked to remain as private enter- 
prise gradually is becoming visible. War- 
time controls may remain in effect for 
another four years, if the Government 
thinks it necessary. Some may last longer. 
In addition, new controls designed for 
permanent use are in preparation. 

Use of land for building a factory or 
a factory addition, or for other indus- 
trial or commercial purposes, is now sub- 
ject to Government permit. A measure 
soon to be debated by Parliament would 
continue indefinitely this control over 
land. 

Raw material controls stem from war- 
time shortages but are intimately related 
to Britain’s drive for exports. Current 
shortages of coal make it impossible to 
bring in lumber from Sweden for ex- 


sample, in exchange for British coal. Em- 


phasis on stepping up exports, to enable 
Britain to pay her own way in the world, 
imposes drastic limitations on imports, in 
order to build up a favorable balance of 
trade. If the export goal of 175 per cent 
of prewar levels is not reached, the Gov- 
ernment may have to continue restrictions 
on imports of raw materials. 

Man power still is critically short, but 
the Labor Government has lifted most of 
the wartime controls and expects to com- 
plete the process of decontrol by the end 
of March. During the war, more than 
8,000,000 civilians could not shift jobs 
without Government approval. Only a 
few thousand in the building materials 
industries still will be subject to man- 
power controls after March $1. 

Conscription for the armed forces is to 
continue through this year and next for 
18-year-olds. What happens after 1948 
remains to be decided. Majority senti- 
ment at present favors some kind of 
permanent conscription. 
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20%, owned by the Government, is | 
ultimately to be under direct control. 
O 


Labor controls, apart from those affect- 
ing allocation of man power, were few 
during the war and are not to be in- 
creased if the Labor Government pos- 
sibly can avoid them. Wages were not 
under control during the war, though 
prices were. Strikes against industries af- 
fected with a public interest were pro- 
hibited but are now legally permissible. 
Whether recent “wildcat” strikes in Lon- 
don will prompt the Government to re- 
introduce controls over labor remains to 
be seen. 

Prices continue under wartime con- 
trols. The Government's hope, however, is 
that increased efficiency of production 
ultimately will make price control un- 
necessary. Meanwhile, wage and salary 
increases are forcing prices up, giving 
rise to some fear that Britain may be 
pricing herself out of the export market. 
@ New controls, are in the making. 
Their exact form is to be revealed in an 
enabling bill soon to come before Parlia- 
ment, permitting formation of industrial 
councils, Some idea of the scope and di- 
rection of the new persuaders for private 


enterprise is already available, however. 

Farmers are promised guaranteed 
prices in return for expanded production 
of commodities the Government specifies 
as necessary to the nation. Subsidies, now 
amounting to more than $1,000,000,000 
a year, are to be forthcoming to keep 
prices to consumers within reach. But in 
return for these Government guarantees, 
farmers are asked to achieve new effi- 
ciencies of production. Inefficient produc- 
ers are to lose their right to farm. 

Textile manufacturers in the cotton in- 
dustry are offered a Government grant 
if they adopt practices the Government 
considers necessary to achieve efficient 
production. Twenty-five per cent of the 
cost of new machinery will be paid by 
the Treasury if the industry agrees to 
consolidate small factories so that each 
firm operates at least 500,000 spindles. 
Of the 280 companies now in the indus- 
try, fewer than 30 have that many. 

Refusal to accept the Government's 
offer could mean the imposition of con- 
trols, with the threat of nationalization 
present as an ultimate possibility in the 
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minds of industrialists. Importance of 
cotton textile production to the export 
drive accounts for Government selection 
of the industry as a test case. As things 
stand, cotton manufacturers are expected 
to accept the Government's proposal. 
@ A struggle for power is emerging 
among industry, labor and Government. 
Question is what role each of the three 
is to play in applying these new controls 
to the 80 per cent of Britain's economy 
reserved for private enterprise. 

Labor is beginning to demand a voice 
in the control of industry through rep- 
resentation on existing and proposed in- 
dustrial councils. Management is consoli- 
dating employer organizations to speak 
more effectively to labor and the Govern- 
ment. Industrial controllers in the Labor 
Government have a sure role as referees, 
at least, in the controversy over how best 
to increase industrial efficiency. 

Whip hand, in the last analysis, is held 
by Government through the control it 
has already won over the 20 per cent 
of Britain’s eeonomy set aside for na- 
tionalization. 
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DEFEAT OF ILLEGAL STRIKE OPENS 
NEW ERA FOR MEXICAN INDUSTRY 


President’s prompt suppression of 
walkout in oil monopoly convinces 
unions that laws will be enforced 


Reported from WASHINGTON 
and MEXICO CITY 


Labor troubles that for years 
throttled the Mexican Government's oil 
monopoly are being cleared up as the 
result of President Miguel Aleman’s 
quick crackdown on an illegal strike. 

Leaders of the strike, fired from 
their jobs by the Government, now have 
lost their union offices. A study of wages 
and working conditions in the oil industry 
promises to clear up old grievances that 
led to frequent stoppages of work. 

Mexican workers and businessmen are 
convinced that under Aleman a new era 
in labor relations has begun in their 
country. They believe that in the fu- 
ture, unions will have to comply with 
the law. 

@ The strike that prompted Aleman’s 
action threatened to tie up all operations 
of Petrdédleos Mexicanos (Pemex), the 
Government agency that runs the oil 
industry. Called without warning, the 





OIL WORKERS ON THE JOB AGAIN 


strike violated a law that requires 10 
days’ notice in advance of a work stop- 
page. 

Aleman at once ordered the Army to 
take over and operate all oil fields, re- 
fineries and distribution facilities. Strikers 
were barred from Pemex properties. 

Pemex, on Aleman’s orders, canceled 
all contracts with the union. Fifty of the 
union's leaders, including some of its 
high officers, were discharged. 

Within a few days, virtually all the 
workers were back on the job. 

@ Public reaction to Aleman’s procedure 
was favorable. Labor leaders, who had es- 
caped punitive action for illegal strikes 
during the administration of Presidents 
Lazaro Cardenas and Manuel Avila Cam- 
acho, were convinced that Aleman means 
to carry out his inauguration promise to 
make unions abide by the law. 

“The outlook is that unions generally, 


As Government asserts legal responsibility of unions 
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having had it impressed on them that 
Aleman means business and has the pub- 
lic back of him, will think twice before 
calling illegal strikes,” Miller Holland, 
staff correspondent of World Report, says 
in a dispatch from Mexico City. 

“This means that, with labor’s co- 
operation, Aleman will be able to go 
ahead more vigorously with his plan to 
rehabilitate Mexico's prostrate economy. 

“Railroad workers have been so im- 
pressed that they really have gone to 
work, for the first time in years, and ° 
Mexico's disrupted rail system is staging 
a comeback.” 

Alienation of Vicente Lombardo Tole- 

dano, most powerful leader of labor in 
Latin America, may have resulted from 
Aleman’s handling of the strike, however. 
Heretofore, although he is a Marxist, 
Lombardo Toledano has worked within 
the Party of the Institutional Revolution 
(PRI), the party of Aleman. But now the 
labor leader is sponsoring a movement to 
form a left-wing “Popular Party” of work- 
ers, peasants, students and small busi- 
nessmen. 
@ Pemex, meanwhile, after years of 
political management is undergoing a 
reorganization designed to put it on a 
business basis. Director Antonio J. Ber- 
miudez is to have assistants for production 
and technical affairs, for commercial 
affairs and for administrative and legal 
affairs. 

Labor relations and other economic 
problems of Pemex are under investiga- 
tion by a joint committee representing the 
agency itself, the union and the Govern- 
ment. Bermudez believes a complete 
overhaul of wage scales is imperative be- 
cause Pemex is facing an economic crisis. 

A new contract between the union and 
Pemex, to be negotiated shortly, is likely 
to eliminate unnecessary jobs. Because of 
the increased cost of living, the contract 
is expected to raise wages and to improve 
working conditions as far as the finances 
of the industry will permit. 

Indications are that Pemex is getting 
squared away for its first business-like 
administration. With the backing of Ale- 
man and the public, Pemex faces the 
prospect of relative freedom from strikes. 
This improvement in labor relations may 
spread to other industries as the result 
of the example set in the oil strike. 
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CHINA’S LIBERALS 
UNABLE TO END WAR 


Moderates on whom U.S. pins peace 
hopes lack strength to assume 
political leadership of country 


Reported from SHANGHAI 
and WASHINGTON 


China’s liberals, upon whom the 
U.S. pins its hopes for ending China's 
civil war, are proving unable to assume 
leadership. 

Although encouraged by U. S. di- 
plomacy, they lack troops, money and 
organization, the main essentials for 
political influence in China. Their efforts 
for peace are headed for failure. 

The “liferals” occupy a middle ground 
between the extremists in the Kuomin- 
tang and Communist parties. They in- 
clude prominent independents and mem- 
bers of a number of minor parties, as 
well as moderates among the National- 
ists and Communists. General of the Army 
George C. Marshall recently expressed 
the hope that this “splendid group ,of 
men” would be able to take leadership in 
China. This hope is not being realized. 

Though referred to as “liberals,” these 
men vary in political outlook from con- 
servative to radical. Disagreements within 
their own ranks are dissipating what 
strength they have. 

One group, granted minor participa- 

tion, is willing to join in a new cabinet 
with the “reactionaries” whom General 
Marshall denounced as dominant in 
Chiang Kai-shek’s Kuomintang and in 
the Nationalist Government. A_ larger 
group, led by the Democratic League, 
rejects a coalition government that does 
not include the Communists. 
@ Among China's liberals are business- 
men who seek freedom from _ bureau- 
cratic controls, officials who want gov- 
ernment reforms, scholars, writers, labor 
leaders, agrarian reformers and even 
some military men. 

The Democratic League is the main 
organization of liberals. Names of its 
members are kept secret, for fear of ar- 
rest, except for a handful of leaders. 
Its claim of 100,000 members is regarded 
skeptically by many. 

Leaders of the League are Lo Lung- 
chi, a university professor, and 76-year- 


old Chang Lan, onetime Governor of 
Szechuan Province. 

Conservatives among China's minor 
parties are represented by the China 
Youth Party and the Socialist Demo- 
cratic Party, both of which have with- 
drawn from the League and now favor 
participation in a Kuomintang cabinet, 
even if the Communists are not included. 

Independents, including businessmen, 
military leaders and intellectuals with no 
party affiliation, are split on the issue of 
Communist participation. Some, like 
Professor Wang Yun-wu, recently ap- 
pointed Minister of Economics, are will- 
ing to co-operate with the Kuomintang in 


the present Government. Others, like the 


noted archeologist and writer Kuo Mo-jo, 
who was beaten by Kuomintang Party 
members last year in demonstrations 
criticized by General Marshall, insist that 
Communists get cabinet representation. 

Kuomintang moderates, led by Sun Fo, 
son of China’s first President, Sun Yat- 
sen, number many Government officials 
in their ranks. They are conservative in 
outlook. They criticize corruption and 
want freedom for other political parties 
and subordination of the military to 
civil officials. A moderate group also is 
believed by General Marshall to exist 
among the Communists, but little is 
known of their strength or leadership. 
@ The balance of power between the 
Communists and the Kuomintang extrem- 
ists, in the view of the Democratic 
League, can only be seized by the liberals 
in a cabinet in which both major parties 
are represented. The League’s pressure 
on Chiang for this solution is weakened, 
however, by the willingness of some liber- 
als to accept minor posts in a Kuomin- 
tang-controlled government. 

Hampered by this split, and rendered 
powerless by their lack of armies, eco- 
nomic strength and mass membership, 
the liberals are proving incapable of pro- 
viding political leadership in China. 


IN THE MIDDLE GROUND 
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Kuo Mo-jo, unaffiliated intellectual 


Lo Lung-chi, Democratic League leader 
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U.S. TAKES STEPS TO RECOVER 
$500,000,000 ASSETS IN EUROPE 


Salvage of part of war-damaged 
properties is more likely than 
restoration of former markets 


Americans who own property in 
Europe are to have a voice in negotiat- 
ing settlements and compensation for 
their losses caused by the war. 

The State Department is consult- 
ing U.S. businessmen on ways of salvag- 
ing European investments worth between 
$400,000,000 and $500,000,000. 

Compensation along these lines is in- 
dicated: 

Losses due to battle damage or seizure 
of war booty will be recovered at rates 
ranging from two thirds to full value. 

Losses to U.S. citizens through post- 
war nationalization in Europe will be re- 
paid at the same rate as received by pri- 
vate owners within nationalized countries. 
@ What the U.S. wants is protection 
for surviving investments, and eventual 
restitution of prewar markets in Europe. 
Responsibility for protecting U.S. in- 
terests is to shift more and more from 
military to civilian hands. Probably the 
last property to be affected by the change 
will be that in Germany itself. 

Restitution of markets will not be as 

easy as the actual protection of physical 
property. Even businessmen of the coun- 
tries involved in U.S. negotiations are 
not being allowed to regain their prewar 
trade except under rigid control of their 
governments. 
@ First settlements to be completed will 
be those involving U. S. holdings in Italy 
and in four former satellites of the Axis. 
Peace treaties about to be signed with 
these five ex-enemies provide specifically 
for compensation to citizens of the United 
Nations for damages incurred as a direct 
result of the war. 

Terms of the treaties call for restitution 
of two thirds of the value of private 
property destroyed. In the case of Amer- 
ican investments, the remaining third 
may be made up by the U. S. Government 
out of its reserve of assets of Axis na- 
tionals. These comprise enemy holdings 
within the U.S., seized when war was 
declared. The U. S. Congress will have to 
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approve such use of alien property, and 
that may be a complicated procedure. 

Advice of owners is béing sought first 
by the State Department with respect to 
property located in Poland. Also to be 
discussed are assets in Czechoslovakia 
and Yugoslavia. 

Because all three were on the Allied 
side during the war, settlements with 





them pose a more difficult problem than 
in the case of the former Axis countries. 
Terms of compensation could be dictated 
to defeated enemies as part of the general 
framework of reparations, but delicate 
negotiations will be necessary to arrange 
settlements with wartime friends. 

Most of the American assets seized by 
the three countries are holdings which 
passed into ownership of Nazi collabo- 
rators. Americans who originally held full 
title or a share of specific properties in 
that category object to the seizures. They 
point out that in many cases their assets 
were taken over forcibly by the conquer- 
ing Germans and turned over to Nazi 
sympathizers. 
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WHAT WILL NATIONALIZATION 


U. S.-owned coal mine in Silesia 








Valued at $340,000,000, U.S. invest- 
ments in Germany, especially those in 
the Russian occupation zone, have been 
the source of much trouble also. But a 
general settlement for all of Germany is 
expected to come out of the Peace Con- 
ference scheduled to open in March in 
Moscow. 

@ Destruction through war was not as 
costly to American-owned property as 
was originally expected. One reason is 
that most of the bombing was of a 
strategic nature, concentrating on fac- 
tories turning out key arms and munitions. 

The Germans did, however, convert to 
production of military supplies some 
plants largely owned by U. S. companies. 
Several were bombed to rubble, or have 
been dismantled by the Soviet Army. 

In Romania, the oil fields of Ploesti 
have erased most of the scars left by the 
two-way raids of American B-24s. 

Standard Oil of New Jersey and its 
subsidiary, Romano-Americana, have re- 
gained technical possession of the reserves 
and refineries. Romanian nationalization 
has not reached out to include these 
valuable properties. But what irks the 
prewar managers is that Russian authori- 
ties in Romania tell them how they must 
operate. | 

Aside from mounting inflation and 


a wh BER RSE & 


LEAVE FOR ORIGINAL OWNERS? 





eee 


payment in nonconvertible currency, the 
threat of depletion of its wells also worries 
Standard. This concern has lessened some 
since the Russians ran out of oil cans. 
Now withdrawal of oil is limited to the 
capacity of available receptacles. 

@ Seizure of war booty has been another 
source of immediate loss to U.S. in- 
vestors. The exact amounts involved have 
not been computed, but specific in- 
stances indicate that the total is con- 
siderable. 

Most appropriations of U.S. property 
as war booty have occurred in Germany, 
particularly in the Russian and French 
zones, but seizures also have been re- 
ported in Austria and the satellite coun- 
tries. 

Some of the factory equipment re- 
moved from Germany by the Russians 
has been returned. This change developed 
out of the discovery that the machinery 
wasnt of much use inside the Soviet 
Union unless there were trained operators 
to go along with the machines. 

The Gillette Company is one of those 
whose equipment is being returned. Its 
$2,500,000 factory in Berlin may soon 
be in operation again. The Singer plant 
at Wittenberge, however, has not had 
the same fortune. Singer reports that its 
machinery there, taken over by the Ger- 
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Singer Sewing Machine Building in Bucharest 


mans during the war, has been moved as 
booty by the Russians. The equipment 
has been set up in Podolsk to replace a 
bombed-out plant seized from Singer 
by the Russians, without compensation, 
in 1917. 

@ Postwar nationalization has swept up 
a substantial share of U.S. property, 
too, but there is reason to believe that 
some form of compensation will be 
provided. Payment in local currencies is 
not “expected to satisfy shareholders in 
the U.S. They will probably find, how- 
ever, that insistence on such indemnifica- 
tion is about as far as the State Depart- 
ment is willing to go. 

When the question of trading privileges 
comes up later, the U.S. Government 
may take a firmer stand. Its position will 
be strengthened by the continuing need 
of the nationalizing countries for finan- 
cial support and their desire for American 
markets. 

As of now, those nations have em- 
barked upon programs of government 
ownership in the conviction that such 
arrangements are necessary for speedy 
recovery. They want to be independent 
of the U. S. Export-Import Bank and not 
too dependent on the International Bank 
and Monetary Fund. 

Poland has nationalized a number of 
coal mines in which there are large 
American interests. Administration of 
Silesia by the Polish Government also 
creates problems for U.S. business. 

Technically, the area still is part of 
Germany but properties there are being 
operated by the Poles. Final disposition 
of American holdings in that area cannot 
be made until the German-Polish border 
is settled. 

Czechoslovakia and Yugoslavia, mean- 
while, will be asked to negotiate. The 
former has been making a rapid recovery, 
but may be overoptimistic in expecting to 
pay nationalization costs out of the profits 
of seized industries. 

Yugoslavia has been more precipitate, 

but now is reported to be relaxing con- 
trols to a slight extent. The Tito Gov- 
ernment has decided not to take over 
whole industries but rather to nationalize 
specific properties. What upset American 
business was the suddenness of the Mar- 
shal’s expropriation decree, which was 
issued without prior notice, even to the 
Yugoslav Assembly. 
@ Final solution to war claims may be 
reached faster this time than after World 
War I. The importance to all countries 
of speeding the return of order is counted 
on to hasten settlements for U.S. in- 
vestors in Europe. 

Complete satisfaction for U.S. busi- 
nessmen is not to be expected for some 
time, if at all, but working agreements 
on a tentative basis can be looked for. It 
is on details of these tentative agreements 
that the State Department will consult 
with the actual owners of American prop- 
erty destroyed or trapped in Europe. 
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GERMAN CARTELS MAY SURVIVE 
AS SEGMENTS OF OLD COMBINES 


Britain’s insistence on socializing 
industry on regional basis weakens 
U.S. plan to break up huge trusts 


Reported from BERLIN 
and WASHINGTON - 


Odds are stiffening against the 
success of U.S. efforts to bring about 
complete destruction of the cartel system 
in German industry. 

Britain’s reluctant decision to go 
along on the main provisions of the U. S. 
plan for breaking up the big combines 
tends to throw a momentarily encour- 
aging light on the situation, but longer- 
range factors work against the full 
achievement of the U. S. objectives. 

The long inability of the Allies to agree 
on a decartelization program has been 
operating to give important elements of 
the big combines a better chance for 
survival, although in reduced size and 
under new management. 

Lack of agreement can be traced to 

the varying economic policies of the 
occupying powers, plus the gradually in- 
creasing pressure for higher levels of 
production in postwar Germany. 
@ The decartelization record thus far is 
a do-nothing story of some 18 months’ 
duration, as far as tangible results are 
concerned. The Potsdam Agreement of 
Aug. 2, 1945, committed the Big Three 
to proceed with the dismemberment of 
Germany’s powerful cartels and monopo- 
lies “at the earliest practical date.” But 
there matters stalled. 

The U. S., regarding cartels as the foes 
of free enterprise in trade, was all for 
attacking the problem at once. Soviet 
Russia professed enthusiasm about the 
objectives, in principle. France, while 
not a Potsdam signatory, also endorsed 
the idea of decartelization, if without 
special warmth. Britain, however, showed 
a distinct coolness to the combine-smash- 
ing project from the outset and thus has 
constituted until now one major block to 
top-level progress. 

@ The U.S. plan, to which Britain is 
just subscribing with misgivings, calls for 
these results: 

Breakup of all enterprises employing 
more than 10,000 persons or representing 
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more than 30 per cent of a particular 
industry, except in rare cases. 

Outlawing of common management 
and centralized financial control for any 
large groupings of industrial enterprises. 

Enforcement of a code of fair trade 
practices to regulate future relations and 
competition in the field of German in- 
dustry. 

Over-all aim of the plan is to end the 
tight concentration of domestic monopo- 
lies and near-monopolies that enabled 
prewar Germany to wield such power 
in international cartels. Without effective 
domestic cartels, participation in such 
international operations would be impos- 
sible. 

Inadequate feature of the program, as 
originally designed, was that the U.S. 
had authority to put it into effect only in 
her own zone which is predominantly 
agricultural in character &nd contains 
comparatively few plants connected with 
the old cartels. For example, of the 300 
plants that made up the huge chemical 
empire of I. G. Farbenindustrie, only 40 
are located in the U.S. zone. The big 
concentrations of the steel, chemical, 
electric and other combines are in the 
British and Russian areas. 

@ The British attitude toward the prob- 
lem in their zone has reflected until now 
the socialistic ideas of the Labor Govern- 
ment in London. Thinking has been in 
terms of state control and state planning, 
and this is to persist within the limits 
of the United States plan as far as 
possible. 

@ Socialization is not opposed by the 
U.S. for industries in her own or the 
other zones, once the enterprises have 
been cut to requisite size. The U. S. holds, 
however, that any decision to socialize 
should be made freely by the Germans 
themselves and not imposed on them. The 
U.S. further wants any socialization to 
be on a limited basis, preferably with 
cities and districts taking ownership of 


local enterprises and thus dispersing con- 
trol. The maximum unit for socialization 
has been fixed as an entire German 
Land (or component state in the Reich), 


- despite some fears this takes in too much 


territory. 

Big question already has started to 
shape up in this connection over the 
Ruhr-Rhineland industries, which are 
concentrated in a single Land in the 
British zone. If they are socialized on the 
Land level, control over this huge con- 
centration of industrial power would be 
highly centralized again. Such a situation 
could lead to a revival of old cartel 
practices, with the state substituted for 
private management. 

Nationalization is being opposed by 
the U.S. for that very reason. Once eco- 
nomic unity of Germany is established 
and a central government created, na- 
tionalized industries would place eco- 
nomic power in the hands of the leaders, 
who later might try to abuse it to the 
detriment of international trade. 

@ Russia’s approach to the decarteliza- 
tion problem has been varied. 

For the entire Reich, the Soviets offered 
a plan calling for the breakup of all en- 
terprises employing more than 3,000 
persons and having a capital of more 
than 25,000,000 Reichsmarks. The Allied 
Control Council turned it down. 

In the Russian zone, meanwhile, a 
process of seminationalization has been 
pushed in the larger plants not removed 
to Russia for reparations. The Russians 
have obtained controlling interest in a 
number of major industries identified 
with the old cartels and put them to work 
producing for Russia. 

The Russians are promising the Ger- 
mans in their zone to hand over some 
of these plants to state ownership of the 


_ Soviet zone’s German Government. The 


Russians say they will turn over 72 of the 
200 industries, but the date of restora- 
tion has not been set. ; 
@ The French position on decarteliza- 
tion puts a final batch of uncertainties 
in the path of any uniform solution. 
Endorsement that the French gave 
originally to the combine-busting idea 
was given without enthusiasm. Spokes- 
men have insisted since that France in- 
tends to oppose bitterly any cartel re- 
surgence. 
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The socialized Government of France, 

although not proceeding as rapidly as 
Britain in taking over industries, tends 
to make the future French course unpre- 
dictable. Old cartel enterprises in the 
French zone are being integrated as 
rapidly as possible into the economy of 
Metropolitan France. Whether they face 
eventual socialization is still indefinite but 
the possibility cannot be discounted. 
@ Present situation in all four zones 
thus is beset with considerable confusion 
due to divergent purposes .or unclear 
aims. 

Technically, the title to the big cartel 
industries is now vested in the Allied 
Control Council. 

Actually, the nation with the real con- 
trol is the one in whose zone the com- 
ponent plants of the cartels happen to 
be located. 

Management of cartelized industries 
has been taken from the hands of the 
prewar titans, many of whom are await- 
ing trial as economic war criminals. 

But most of the lesser officials—the 
men who made individual industries 
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work and thereby made the cartels pros- 
per—are very much on the job. They re- 
tain the know-how and experience that 
could be invaluable if the equivalent of 
cartelization is resumed in any zone, even 
on a reduced scale under the guise of 
state ownership or nationalization. 

Another imponderable is how much of 

the old cartels has escaped detection or 
survived it, and what importance these 
monopolies may have in shaping the 
course German industry takes after the 
Reich's economic unity is restored. 
@ Outlook at the moment contains 
strong evidence that, even if Russia and 
France subsequently join in, the U.S. 
plan for complete decartelization is not 
to achieve its original goals. 

Best indications are that the net result 
will be the splitting up of the old com- 
bines into lesser segments of curtailed 
power, but potentially capable of again 
exerting influence on the trend of world 
trade. The fact that a large part of the 
big industry in Eastern Germany is to 
be yoked to the communized economy of 
Soviet Russia for some time to come is 
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one pointed reason why the elimination 
of all centralized controls cannot be 
expected. 

Forecast of many experts therefore is 
that, on the whole, the basic organization 
of German business will come out of the 
immediate postwar period relatively un- 
changed. 

Later, this setup is likely to be influ- 
enced by political developments within 
the Reich and by the success or failure 
of the economic policy now being advo- 
cated by the U.S. for international 
commerce. 

If the U.S. proposals for trade are 
adopted on a broad scale, the elements 
of competition and free enterprise will be 
the ruling influences in German business. 
Otherwise, German economy seems de- 
stined to be integrated into some scheme 
of regional planning based on socialistic 
principles. 

In the latter case, the forms of indus- 
trial organization that are evolved will 
not be much different in their practical 
effect from the prewar cartels and indus- 
trial groups of prewar Germany. 
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WHAT U.S. BUYS ABROAD 


Trade barriers among 19 nations will topple if projected 


meetings succeed. Participating powers will seek a multi- 
lateral trade treaty at Geneva in April. Current hearings 
in Washington deal with the tariff aspect of possible U. S. 
concessions. 


The Worldgraph shows the principal exports to the 
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U.S. from each of the other countries concerned. Six of 
the items shown compete in greater or less degree with 
U.S. farm products, four with U.S. manufactures. 

At Geneva, not only tariffs but quota systems and all 
types of trade barriers will be on the agenda. Only prob- 
able absentee is Russia, who as yet has not ventured into 
such trade conferences. 

U. S. tariff increases in 1921 and 1930 did much to bring 
on the erection of trade barriers that culminated in Hitler's 
“blocked marks.” Secretary Hull's policy of reciprocal trade 
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‘was designed to reverse the trend, but came too late to 
stem the tide of economic nationalism. 
Some trade groups in the U.S. plan a last-ditch fight 
against tariff reductions in their owm back yards. The issue 
comes to a focus over two hard facts: 


1. The U.S. needs export markets for surplus products 
of farm and factory. Lacking outlets abroad, production 
must be limited to what the home market can absorb. 

2. Exports must be paid for. Much of current U. S. trade 
abroad is financed by U.S. loans, which merely postpone 
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the day of reckoning. Debtors cannot pay interest or prin- 
cipal unless the U. S. buys their goods or services. 

The low-tariff argument is that cheap imports, properly 
distributed, improve the standard of living. The high-tariff 
argument is that trade produces no net gain in domestic 
employment if exports and imports must be balanced. 

In theory, arguments for free trade are hard to answer. 
In practice, a producer threatened with lower-priced com- 
petition from abroad rarely prefers world harmony to his 
own assured income. 











World Politics STALEMATE IN KOREA 


(Koreans thought they were gain- 
ing their long-sought freedom with 
the surrender of Japan but instead 
were saddled with two masters in- 
stead of one. In the North, the Rus- 
sians are in control and endeavor to 
sell the populace communism. In the 
South, Americans are in charge and 
attempt to prepare the people for 
democratic government. The Ko- 
reans would like both to leave and 
let them work out their own salva- 
tion. Efforts of the Americans to work 
with the Russians toward creation of 
a unified and independent Korea so 
far have been unsuccessful. As long 
as these two major powers wrangle, 
Korea will continue to be divided in 
to two armed camps.) 


— IS KNOWN as the Hermit King- 
dom, but throughout her troubled 
history she has been plagued by outside 
domination. Her Golden Era _ began 
when the Yi dynasty was inaugurated 
in 1392 and for several centuries a high 
state of culture existed. 

Although her decline started with the 


Mengol invasion, Korea maintained a 


semblance of sovereignty until the 19th 
century. Then the monarchy collapsed, 
largely from internal decay. 

Late in the 19th century a movement 
for sweeping reforms was started among 
the middle classes. The Government 


tried to suppress it and sought aid from | 


China. The revolutionary leaders in turn 
appealed to Japan. The ensuing Sino- 
Japanese war was fought ostensibly for 
the independence of Korea, but soon 
the liberals discovered Japan was more 
interested in domination than reform. 

At the end of the war, the King found 
himself a virtual prisoner. In 1896 he 
escaped from his Japanese guards, and, 
taking with him his seal of state, fled to 
the Russian legation in Seoul where for 
a year he ruled the country. 

Then came the Russo-Japanese war, 
which also was fought for the inde- 
pendence of Korea. But again the Ko- 
reans were only spectators. In the Ports- 
mouth Treaty of 1905, Korea, with the 
consent of President Theodore Roose- 
velt, was made a Japanese protectorate. 
Since both Russia and China were too 
weak to help, the Koreans fought alone, 
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but Japanese troops suppressed the re- 
bellion, and by 1910 the Korean King 
was forced to give Japan full control. 

For the next 35 years Korea was an 
unwilling part of the Japanese Empire. 
Japan expropriated 80 per cent of Ko- 
rea'’s rice fields, dominated 90 per cent 
of her trade and held 95 per cent of 
her industries. 

Japan, however, was forced to bring 
in a large occupation force to maintain 
order. The underground movement 
could not be suppressed. Korean re- 
sistance embarrassed Japan at home and 
among her new conquests in China. 

In 1922, a Korean commission was 
set up in Washington under Dr. Syng- 
man Rhee to further the cause of in- 
dependence. Later a Korean Provisional 
Government was formed in China. Sev- 
eral other Korean groups actively cru- 
saded for independence of their home- 
land. 

During the Japanese occupation, more 
than 1,000,000 Koreans fled. Most went 
to Siberia and Communist China. In 
1937, some.of them joined Chiang Kai- 
shek’s forces to fight the Japanese in 
China. 


PLEDGE OF FREEDOM 


It was not until 1943 that Korea re- 
ceived from the great powers a definite 
promise of eventual freedom. It came 
from the Cairo Conference, where Presi- 
dent Roosevelt, Prime Minister Church- 
ill and Chiang Kai-shek pledged that 
Korea would receive her independence 
from Japan “in due course.” 

Then at the Yalta Conference in 1944 
the Soviets agreed, in principle, with the 
U. S. and Britain that Korean independ- 
ence should be restored. 

With Japan’s sudden capitulation, a 
few days after Russia entered the Pacific 
war, American and Soviet forces oc- 
cupied Korea to disarm the Japanese 
military. For expediency, the U.S. oc- 
cupied the territory south of the 38th 
Parallel and the Russians the area north 
of it. 

Koreans hailed the American and Rus- 
sian liberators and believed Korea’s in- 
dependence would come soon. Korea's 
outlook was promising. She had no na- 
tional debt, her cities had not been 


bombed and she stood to inherit Japan’s 
investments in the country, estimated to 
be worth more than $1,000,000,000. 

The Allies, after fumbling in the dark 
for months, took up the question of Ko- 
rea at the Second Moscow Conference 
in December 1945. 

Representatives of the Soviet Union, 
Britain and the U. S. agreed: 

1. To set up a provisional Korean 
government along democratic lines.. 

2. To establish a joint commission, 
composed of representatives of the U. S. 
and Soviet military commands in Ko- 
rea, to confer with democratic groups 
and work out an agreement regarding 
Allied trusteeship, which would cover 
a period of up to five years. 

The Soviet-American Commission held 
its first meeting in Seoul in March 1946 
and soon ran into difficulties. The trou- 
ble was over the Soviet and American 
definitions of “democracy.” In May, the 
commission adjourned. Since then no 
progress has been made in the formation 
of a provisional government. 

The Russians occupy 57 per cent of 
Korea’s total area, which contains 40 
per cent of the population. Most of Ko- 
reas industry, mines and hydroelectric 
plants are concentrated in the Russian 
zone. The Communist Party has disap- 
peared in the zone, but a left-wing coali- 
tion has emerged, bearing the name of 
the Labor Party. This party is controlled 
by the former Central Executive Com- 
mittee of the Communist Party. 

Most key positions in the northern 
zone are held by Korean exiles who have 
returned from the Soviet Union or Com- 
munist China. 

Two million acres of farm land were 
confiscated in the Soviet zone and re- 
distributed in small plots to peasant 
farmers. 

Farmers at first were overjoyed to 
have their own land, for which they 
were to pay 25 per cent of their crop 
in taxes. But now complaints are com- 
ing from the Russian zone. Farmers say 
production quotas were set so high that 
the Government is taking half instead 
of one fourth of their crop. In addition, 
a supplementary tax of 11 per cent has 
been levied to support the People’s Com- 
mittees. The new tax also is based on 
impossible production quotas, so taxes 
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End of Trusteeship Period Isn’t in Sight 
as U.S. and Russia Continue To Disagree 


today are taking as much as 72 per cent 
of the farmers’ crops. 

Irreparable damage was done to Rus- 
sian prestige by undisciplined troops of 
the first occupation force. However, 
during the last year the Russians have 
kept a closer check on their soldiers, 
and there is stiff punishment for law- 
lessness. 

Another complaint coming from the 
northern zone is that the Russian occu- 
pation force of 200,000 lives off the land 
and cuts into the Koreans’ inadequate 
rice supplies. Most of the Korean rice 
comes from the south. There isn't 
enough in the north for a subsistence 
diet, so many Koreans are going hun- 
gry this winter. 

Evidence of the widespread dissatis- 
faction in the Soviet zone is the fact 
that more than 800,000 Koreans already 
have fled from the north to the U.S. 
zone. 

When Japan unexpectedly surren- 
dered in the autumn of 1945, the United 
States was not prepared to occupy Ko- 
rea. No military government units had 
been trained for service there. No clear- 
cut occupation policy had been de- 
vised. 

The job was given to combat troops 
from Okinawa, who would not forget 
that they had fought Koreans who had 
served with the Japanese. Their com- 
mander was Lieut. Gen. John R. Hodge. 

The American troops, as a whole, 
were dissatisfied in Korea from the start. 
They felt that the Koreans did not ap- 
preciate the Americans and preferred 
the Russians. Some U.S. soldiers acted 
as conquerors rather than liberators. 

Dissatisfaction among the Koreans 
became widespread. The main trouble 
was that there wasn’t enough rice in the 
U. S. zone to go around. 

A major reason for the rice shortage 
was the lack of commercial fertilizer 
which, before the war, had come from 
the north. In addition, during the last 
year the worst flood in 20 years hit 
Southern Korea, causing heavy crop 
damage. 

Wheat and flour arrived from the 
U.S., but the taste was strange to the 
Koreans, and there wasn't enough of it 
to stop the soaring of food prices. 

Most factories in the U. S. zone closed 


for lack of raw materials, which under 
normal conditions came from the north. 
Consumer goods all but disappeared 
from the market. 

Unemployment became widespread, 
some riots occurred. 

Political troubles also have plagued 
the American zone. General Hodge has 
stressed the broad U. S. policy of check- 
ing the spread of communism and the 
expansion of RuSsian influence. He has 
sought advice and assistance from a 
group of Koreans who were right of cen- 
ter and discouraged growth of the Ko- 
rean Communist movement. 

The People’s Republic, composed of 
representatives of the left-wing parties, 
tried to dispel fears that it was Com- 
munist dominated by inviting Dr. Rhee 
to become president of the organization. 
After flying from the U. S. to Korea, Dr. 
Rhee refused to serve and instead be- 
came one of Hodge's advisers. 

The Koreans complained that former 
Japanese collaborators had not been re- 
moved from office. They were partic- 
ularly critical of the military government 
for employing certain former friends of 
the Japanese. 

Later Hodge sought the support of 
more representative elements and 
formed an interim legislature as an ad- 
visory body. 

When the first meeting was held on 
Dec. 10, 1946, about half the members 
refused to attend. Later, however, the 
liberal Democratic Party withdrew its 
boycott and agreed to participate. This 
assured the assembly that two thirds of 
its members would be present for fu- 


_ ture meetings. 


U.S. occupation officials are hopeful 
that the assembly will draw up standard- 
ized election laws early this vear so that 
Southern Korea can elect a new assem- 
bly through national suffrage. 

Late in 1946, Dr. Rhee, spokesman 
for the conservatives, left for the U. S. 
to enlist the support of Washington and 
the United Nations for a plan to set up 
a free government in the American zone 
that could deal directly with Russia in 
the establishment of a unified and inde- 
pendent Korea. 

Without naming Dr. Rhee directly, 
the State Department and General 
Hodge issued statements denying that 


the U.S. intended to set up a separate 
government in Southern Korea. They 
made it clear that U.S. policy was to 
continue to work for a united Korea. 

Korea, despite her difficulties, is mak- 
ing some progress toward the goal of 
independence. 

American machinery for administra- 
tion of Korea, which bogged down, now 
is being overhauled. 

Combat soldiers gradually are being 
replaced by men trained in occupation 
affairs, including men who understand 
the Korean language. 

. Koreans who collaborated with the 
Japanese are being removed from the 
civilian as well as military government. 

The U.S. will give Korea a share of 
the Japanese industries that soon will be 
distributed among the Allies as war rep- 
arations. This should help make South- 
ern Korea less dependent on the Russian 
zone, 

The main difference existing between 
the U. S. and Russia is that the latter in- 
sists that any Korean who expresses ob- 
jection to Allied trusteeship for Korea 
should be denied any say in discussions 
regarding formation of the Provisional 
Government. This would bar all but 
Russian sympathizers, since virtually 
every Korean political group but the 
Communists has attacked the trustee- 
ship plan. 


NEW PROPOSAL 


General Hodge, in his latest corre- 
spondence with the Russians, has sug- 
gested that any Korean group which 
signs a declaration of good faith regard- 
ing the Moscow decision on trusteeship 
should be eligible to attend the first 
meetings of the joint Commission. Later 
they could be removed if found to be 
antagonistic to either of the two powers. 

If the Russians agree, the Commission 
can start meeting again. The Soviet 
Union has been stalling because she be- 
lieved time was on her side and Ameri- 
can public opinion was going to force 
the withdrawal of American troops 
from Korea. However, the United States 
has made it increasingly clear that her 
occupation army will remain until the 
Koreans have the right kind of gov- 
ernment. 

It now seems more likely than ever 
before that the U. S. and Russia will get 
together and work out their differences 
in Korea. The worst period seems to 
have passed and brighter days are ahead 
for the Koreans who were caught in the 
center of a political tug of war. 
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BRAZIL OUT TO BOOST 
EXPORTS OF TEXTILES 


Makers of cotton cloth plan to extend 
gains made during the war. Lack of 
up-to-date machinery is a drawback 


Reported from SAO PAULO 
and WASHINGTON 


Brazil is out to establish herself 
solidly as a big exporter of cheap cotton 
cloth. She proposes to take over part of 
the vast market formerly supplied by 
Japan, and eventually to compete for 
world markets with Britain, the U. S. and 
other large exporters of textiles. 

Brazilian owners are working their 
mills overtime to take advantage of the 
world shortage of cotton goods. At the 
same time, they are making a determined 
attempt to get more equipment from the 
U.S. with which to expand their plants 
and cut costs. 

The Brazilian Government is backing 
the mill owners by supporting their re- 
quests for equipment and by making 
trade pacts that assure outlets for cloth. 
@ Modern equipment is the urgent need 
of Brazilian mills. Plenty of labor is avail- 
able at wages lower than those paid in 
the U.S. and Europe. Heavy production 


of cotton in Brazil assures raw material 
at comparatively low prices. But equip- 
ment is inadequate, and there is a ques- 
tion as to what production costs will be 
if new machinery is installed. 

Only 3,100,000 spindles now are in 
operation in slightly ‘more than 400 
Brazilian mills. There has been little in- 
crease since prewar days, when mill 
owners sold nearly all their production 
inside Brazil. Present equipment is of 
U.S., British, Swiss and Swedish manu- 
facture. Most of it was new when it was 
installed, but now some of it is obsolete 
and some of it is wearing out. 

U.S. equipment is the preference of 
Brazilian mill owners for their program 
of replacement and expansion. But they 
are having trouble in getting it, for most 
U. S. manufacturers have orders stacked 
up that will keep them busy for two 
years or more. 
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3,100,000 SPINDLES WORKING OVERTIME 
Brazil’s cloth makers plan a strong fight to hold their war-born export trade 


28 « WORLD REPORT 


Now the Brazilians are trying a new 

tack. They are trying to get some manu- 
facturer from the U. S. to build a factory 
in Brazil that will make textile machinery 
for use there. 
@ A big expansion of textile exports 
from Brazil has been made possible by 
running the mills extra hours. This ex- 
pansion started during the war, when the 
five large exporters—Japan, Great Britain, 
France, Italy and the U.S.—had to cut 
off shipments. 

Brazil today is shipping cloth to virtu- 
ally every part of the world except East- 
ern Europe and parts of the Orient. Her 
principal customer is Argentina. Other 
countries in South America are good 
buyers. But Brazilian textiles are going 
as far away as South Africa, Afghanistan 
and Iceland. During 1945 even the U. S. 
bought heavily. 

Shipments were so heavy in 1945 that 
the Brazilian Government put a partial 
embargo on textile exports to make cloth 
available for use at home. Despite the 
embargo, which cut exports in half, ship- 
ments of piece goods in the first half of 
1946 totaled 10,038 metric tons. Now 
the embargo is off, and exports are rising. 

Quality of Brazilian cloth is lower than 
the better grades turned out by mills in 
the U.S. and Europe. And cloth of low 
quality makes up the bulk of the con- 
sumption in countries where incomes 
average low. 

@ Brazil could sell far more cloth abroad 
than she is exporting, if she could furnish 
it now. For sellers dominate today’s 
market; price and quality are secondary. 

Later, when European and U. S. mills 
can export, the Brazilian textile industry 
is to undergo its test. Brazil must.re-equip 
and expand her mills and get her produc- 
tion costs down to compete in the low- 
price field. 

Best prospects for success are in 
South America. Brazil already has a large 
part of this market, and the Government 
is acting to hold it through trade agree- 
ments. Argentina has agreed to buy 
80,000,000 to 120,000,000 square yards 
of Brazilian cloth annually for the next 
five vears. Uruguay is to give Brazilian 
textiles preference for the next six years. 
Under a deal now being closed, Chile 
will buy about 22,000,000 linear yards 
of cloth from Brazil annually for the 
next six years. Similar agreements are 
pending with Venezuela and are proposed 
for other South American countries. 

Brazil eventually will lose part of her 
markets in the Eastern Hemisphere, but 
she will keep part of them if she can get 
her costs down low enough. And in South 
America she can depend on large outlets 
for several years to come. 
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INDIA WANTS BLOCKED STERLING 
CONVERTED INTO U.S. DOLLARS 


New Delhi Government tells Britain 
in financial talks that fund is needed 


to buy American machinery and goods 


Reported from LONDON, 
NEW DELHI and WASHINGTON 


Great Britain and India are dis- 
cussing a financial agreement that will 
allow India to buy more goods in the 
U.S. and lessen her economic depend- 
ence on Britain. 

The discussion between India and 
Britain is the first in a series of British 
negotiations with countries of the sterling 
area to free $14,000,000,000 in blocked 
sterling. India alone owns nearly $5,- 
000,000,000. 

The U. S. has a stake of several billion 
dollars in the outcome of the various 
negotiations. The sterling area in the past 
has accounted for a fourth of the external 
trade of the U.S. Freeing of blggked 
sterling for conversion into dollars is to 
open mighty reservoirs of buying power 
for the purchase of American goods. 

At the same time, the projected agree- 
ment will bring new hardships for Britain 
by increasing the drain on her dwindling 
supply of dollars and other “hard” 
currencies. 

@ The discussion between India and 
Britain to settle India’s sterling-balance 
account is likely to be heated and almost 
certainly will revive old quarrels. There 
is a wide chasm between Indian demands 
and what the British say they can grant. 
, India wants to see her balance of $4,- 
800,000,000 made convertible into other 
currencies. The Indian position is that 
there should be no scaling down and 
that the British should free the entire 
amount, plus 2 per cent interest, over a 
long period. Public opinion will make 
it politically difficult for Indian leaders 
to be generous. Now that India has 


finally won the right to political inde- ° 


pendence, her people are eager to assert 
the country’s economic freedom. 

The Indian Government wants to be 
able to convert the balance of blocked 
sterling into dollars to finance purchases 
in the U.S. of heavy machinery and 


capital goods needed to expand Indian 
industries. 


For a beginning, India may ask for 
the freeing of an amount at least as large 
as her net contribution to Britain’s dol- 
lar pool. Since the dollar pool was set 
up in 1939, India has contributed to it 
substantially more than she has been 
allowed to spend. The net balance is 
estimated at more than $300,000,000. 

Britain, under the terms of the U.S. 
loan, is to settle her blocked sterling ac- 
counts in three ways: She is to ask for 
cancellation of part of it on the grounds 
that the money was spent for the defense 
or other benefits of the creditor country; 
she is to free a portion of the remainder 
as soon as possible; the rest she is to free 
in installments over a long period. 

It is to thresh out the “how much” 
and the “when” of these three points 
that Britain and India are holding dis- 
cussions. Britain’s aim is to obtain can- 
cellation of as much as possible and to 
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free the smallest possible amount to pre- 
vent serious inroads on her supply of 
dollars. 

@ The broad formula that Britain was 
believed ready to follow at the time the 
U.S. loan was made was roughly this: 
Write off a third of the blocked sterling 
balances, free 10 per cent of the _re- 
mainder at once and free the rest by 
easy stages over a period of years. 

Applied to India, this would mean 
scaling down of India’s sterling balance 
to around $3,300,000,000 and immedi- 
ate freeing of $330,000,000. The re- 
mainder of $2,970,000,000 would be 
freed in installments over possibly 30 
years. 

It is doubtful whether Britain can af- 
ford to free $330,000,000 at a time when 
her loan from the U.S. is being used up 
much faster than was anticipated. If 
pressed hard enough, the British might 
allow Indians to use blocked sterling to 
buy British assets in India. In effect, this 
would mean paying off in such things as 
railways, factories and plantations, in- 
stead of in currency or gold. 

Britain now must try to make a settle- 
ment that will neither jeopardize her own 
economy nor her strategic and commer- 
cial interests in India. 
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COMMERCE ON THE DOCKS AT BOMBAY 
Postwar settlements may shrink Britain’s stake in the profits 


JANUARY 28, 1947 © 29 








a 






REPORT 





World Commodities 





Reg. Appd. for U. S, Pat. Off. 


POOR CROP IN WEST AFRICA SENDS 
PRICE OF CHOCOLATE TO NEW PEAK 


Britain’s cocoa monopoly is principal 
beneficiary of increase. Return to 
normal not likely for several years 


Further increases in the price of 
chocolate are foreshadowed by the record 
high prices now being paid for cocoa 
beans from which chocolate candy, flavor- 
ing and beverages are made. 

Cocoa prices have tripled since 
last September as world consumers have 
scrambled for limited supplies. Any pro- 
nounced drop in prices is a long way off, 
unless consumer resistance develops on a 
large scale. Growers in Africa and Latin 
America cannot suddenly increase pro- 
duction and depress prices. 

Prices for West African cocoa beans, 
as shown in the chart, jumped from 8.9 
cents a pound at the end of September to 
a record 27.2 cents on January 9, an in- 
crease of more than 200 per cent. During 
this period, the price ceiling in the U.S. 
first was raised and then removed en- 
tirely. 

Not all producers are feeling this sud- 

den prosperity. Almost 80 per cent of 
the world’s cocoa is handled through. gov- 
ernment monopolies which do not im- 
mediately pass along price increases. In- 
deed, growers, selling to these monopolies 
at fixed prices, may not benefit for many 
months or years. 
q) Largest beneficiary right now is the 
British Treasury. A British Government 
monopoly in West Africa has been doing 
most of the selling on world markets in 
the period of sharply rising prices. 

West African growers have received 
about 10 cents a pound for their cocoa 
beans from the monopoly. The profits of 
the Government monopoly are being 
placed in a fund that will be used 
ultimately for the benefit of the West 
Africans. 

Most of this money eventually will 
be used to stabilize prices to growers. 
When world prices drop below a certain 
level, the fund will be dispensed grad- 
ually to supplement payments to the 
growers. Thus, they will be able to count 
on a more or less stable income, year 
in and year out. 
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Since, apparently, it will be some years 

before cocoa prices return to normal 
and before the cocoa fund will be 
drawn upon heavily, the British Treas- 
ury is stocking up, meanwhile, on dol- 
lars and other currencies badly needed 
right now. 
@ Supplies of cocoa beans fall far 
short of potential demand. World exports 
during the present season may total 
about 625,000 tons. Normal consump- 
tion before the war was around 700,000 
tons. 

West Africa’s production, accounting 
for 55 per cent of the world’s total, fell 
off during the war. Labor was attracted 
to better-paying jobs connected with the 
war effort. Diseases affected the cocoa 
trees more than ever before. New plant- 
ings were small. 

Recovery will be slow. Incentive 
goods, such as print cloth and kerosene, 
are not abundant and are expensive. If 
the native cannot get these types of trade 
goods for his beans, he does not bother 
to gather the crop. 


On the other hand, if cocoa prices are 
high, the native is reluctant to cut down 
diseased trees. And if these are not 
felled, the diseases spread. 

From British West Africa, exports this 
season may come to a total of 275,000 
tons. In prewar days, the figure was 350,- 
000 tons. It is this drop which is princi- 
pally responsible for the current shortage. 

From French West Africa, where the 
tree diseases have been less prevalent, 
exports may run 70,000 tons, equalling 
the prewar level. 

Brazil's crop will be larger than in re- 
cent years as a_ result of favorable 
weather. Estimates are that exports will 
approximate 120,000 tons, about the 
same as before the war. 

The Dominican Republic will export 
about 20,000 tons this season. More beans 
could be collected except for difficulties 
between growers and the Government. 

Most of the remainder of the world’s 
cocoa comes from Ecuador, Venezuela, 
Trinidad and Costa Rica. Each of these 
countries supplies quality grades which 
are used to flavor other cocoas. Tree 
diseases and the exceptionally high prices 
of these flavor grades will cut exports 
from these countries this year. 

New plantings of cocoa trees are being 
made in Costa Rica, Panama, and West 
Africa. Also, new areas may be opened 
up in the Dominican Republic if satis- 


The Rise in Cocoa Bean Prices 
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factory arrangements can be made with 
the Trujillo Government. 

Processing of cocoa beans is increasing 

in producing countries. Brazilian firms 
have been particularly active in recent 
years. A new company is being set up to 
process most of the Dominican Repub- 
lic’s crop. Before the war, almost all 
processing was concentrated in the major 
consuming countries. Processing in pro- 
ducer countries will tend to reduce sup- 
plies of beans available for export. 
@ Demand for cocoa beans is heavy. 
Military consumption and transport dif- 
ficulties kept civilian supplies low dur- 
ing the war. Now it is probable that un- 
restricted consumption and rebuilding 
of inventories could eat up four pounds 
for every three available. Because of this 
situation, cocoa beans are under interna- 
tional allocation. This is intended to pre- 
vent any country from getting more than 
its fair share. 

Europe, needing cocoa as a food, is 
allocated only a fraction of what it wants. 
To make matters worse, prices are so 
high that many countries in Europe find 
that they cannot afford to buy up their 
allocations. 

Sweden and Switzerland, more plenti- 
fully supplied with cash than their neigh- 
bors, still are buying. But Holland, which 
ordinarily does a big export business in 
chocolate, is being priced out of the 
market, as are Belgium, Denmark, Nor- 
way and Italy. 

Australia and New Zealand refuse to 
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buy at current prices. BB CAUSE the news in every 


The U. S. is allocated enough to supply 
about 85 per cent of prewar consump- 
tion. Candy manufacturers in the U. S. are 
having trouble maintaining inventories. 
They probably would be willing to take 
up any allocations other countries would 
not buy. Recent removal of U. S. import 


issue of World Report is 
gathered from the four corners of 
the earth, a subscription makes an 
ideal gift for your friends, rela- 
tives and business associates who 
are abroad. What more practical 
way of letting them know you 


are thinking of them? Gift sub- 
scription rates: $4 for the first 
subscription, $3 for each addi- 
tional—in U.S., its possessions 
and Central and South America. 
Add $1 extra for each 
subscription to Canada and other 
countries. Mail your order to 


controls on cocoa beans permits them to 
do this. 

However, the manufacturers, too, are 

concerned about prices. They are reduc- 
ing the size of their candy bars but still 
many brands are sold for 6 cents rather 
than the customary nickel. 
@ Price ordinarily acts as an equalizer 
of production and consumption. If prices 
mount, output usually is stimulated, but 
consumers can buy less. Eventually sup- 
ply and demand draw even. That’s the 
theory. ; 

However, in cocoa, production changes 
are limited by the fact that it takes at 
least five years for new trees to bear. 
Present prices, if long continued, presum- 
ably will cause new plantings, but the 
resulting increases in output will not be 
apparent until 1952 at the earliest. 

More quickly felt will be a shrinkage in 
consumption, already beginning in Eu- 
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ports. Meanwhile, U.S. consumers will om 


feel the pinch as they pay more for choco- 
late in every form. 
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ATLANTIC CHARTER discussions 


—Wide World brought top planners for U.S. and 
WORLD VIEWPOINT was thrust upon Marshall in 1940, soon after Britain together four months before 
he became Chief of Staff. Wearing the civilian clothes he now resumes, Pearl Harbor carried the United States 


he said goodbye to his wife and set out on an overseas tour of inspection. 





What Makes a Diplomat 





Secretary of State George C. Marshall is no tyro in diplomatic councils. 
Tradition holds that a military man approaches international policy with 
a mailed fist. But World War II went far to destroy that belief. 

First reactions to the appointment of Marshall reflected this traditional 
fear of militarism. When European capitals had taken time to weigh 
recent wat experience and assay Marshall’s wartime role, however, 
favorable comments predominated. 

Nazi power was crushed by a military alliance carried out by agreement 
of the Allies. It required co-operation of sovereign states more effective 
than that achieved in any previous world crisis. Such co-operation is 
diplomacy. 

Possibly more than any other surviving U.S. Government leader of 
the last decade, Marshall lived in the atmosphere of international co- 
operation during the critical war years. 

Marshall, as U.S. Army Chief of Staff, was an intimate adviser of 
President Roosevelt. He was an active participant in all the top-level 
conferences that charted Allied policy. He was privy to the discussions 
that ironed out fundamental differences and followed through to final 








agreement. 

After serving as Chief of Staff during the war, moreover, Marshall cS, 3 ay ees 
was assigned to China, one of the knottiest diplomatic problems that ; eo a ee 
faced President Truman. . es $ a 

The pictures on these pages catalogue the items in Marshall’s experi- MEETING WITH RUSSIAN 
ence that equip him for his new duties. They trace the course of the followed two months later, when 


military diplomacy that won the war. Foreign Minister Molotov flew to 


Washington. Greeting him on arrival 
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—World Report 
into war. While Churchill and Roose- 
velt met on board the Prince of Wales, 
Marshall talked with Field Marshal 
Dill (right), British Chief of Staff. 


—Harris & Ewing 
here (left to right) Marshall, Secre- 
tary Hull, Admiral King and Russian 
Ambassador Litvinov. Back in Russia, 
Sevastopol was falling to the Germans. 


—Harris & Ewing 


MISSION TO BRITAIN took Marshall to London a few weeks after U. S. 
entered the war. Ambassador Winant and Lend-Lease Administrator Hopkins 
(right) shared the task of co-ordinating U.S. and British war efforts at a time 
when Britain had turned back the Luftwaffe blitz but still had her back to the wall. 


—Acme 
COMBINED CHIEFS OF STAFF sat in Washington throughout the later 
war years as a continuing policy group. Opposite Marshall, second figure on the 
left side of the table, is Dill, then head of thé British Joint Staff Mission. At the 
time of this picture, early 1943, the tide was beginning to turn against Germany. 
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—Acme 
CASABLANCA brought Allied leaders together in 1943 on soil that had 
been wrested from the Axis. In this picture, Marshall is seated next to Admiral 
Pound, First Sea Lord of the British Admiralty. At this meeting, plans for the 
first Allied invasion of the European Continent, through Italy, were perfected. 





—U. 8, Signal Corps 
MALTA, in February 1945, was a stopover and preliminary meeting on the 
way to Yalta. Discussions turned more on postwar problems, yet here the intimate 
advisers of President Roosevelt are all in uniform, with Marshall sitting at his 
left elbow. Allied forces were deep in Germany and on Luzon in the Pacific. 
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QUEBEC turned the attention of 
Allied planners to the Pacific. At 
this time, mid-August 1943, the 
Sicilian campaign was progressing, 


YALTA set a pattern for the Big 
3 Foreign Ministers in the months 
since the war—the big round table, 
with representatives of the three 
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—Acme_ 
the hop to the Italian mainland 
impending, while the Germans, in 
Stalingrad, were at the farthest 
point of their penetration of Russia. 


—Acme 
principal allied nations each oc- 
cupying a segment around its edge. 
This was the last meeting between 
Roosevelt, Churchill and Stalin. 
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—Acme 
CAIRO AND TEHRAN brought the U.S. leaders back to the Mediter- 
ranean and into the Russian zone, late in 1943. For the first time, the Big 3 met 
across the table. On this trip General Eisenhower (left) was chosen as supreme 
commander of the European theater. The assignment almost went to Marshall. 


<i * 


—Acme 


POTSDAM was concerned wholly with problems of diplomacy, including 
military occupation of the defeated enemy. Japan had not yet given up the struggle 
and the atom bomb had not yet burst, but victory there also was certain. At this 
meeting of the military staffs, Marshall is at the extreme right of the table. 
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CHINESE COMMUNISTS teceived much atten- 
tion from Marshall in 1946, when he was in China as 
Truman’s special representative, seeking a peace formu- 
la for the Chinese civil war. Here he is in Communist 


—International 


led by Chiang 


CHINESE NATIONALISTS, 
Kai-shek (right), accepted some of Marshall’s sugges- 
tions. Marshall worked hard in an effort to get all 
groups together in the recent Constitutional. Assembly. 
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—World Report 

territory during an inspection trip to areas where 
cease-fire teafms were trying to enforce one of the un- 
easy truces between the warring factions. Marshall’s 
conclusions divide the blame between the two sides. 


—International 
SECRETARIES OF STATE carry a great burden 
in settling postwar problems. Byrnes (right) turned 
over his portfolio to a successor op rng in study- 
el 


ing the problems of others and in delicate negotiation. 
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F  eperwbegper MAN who enjoys organ- 
izing and managing public busi- 
ness now is organizing and managing the 
defense of the British Empire. The man 
is Albert Victor Alexander. He began his 
career as an office boy, became a success- 
ful businessman, and perfected a talent 
for administration as First Lord of the 
Admiralty. 

Winston Churchill calls “Bert” Alex- 
ander a member of the “bulldog breed.” 
That is Churchill’s way of compliment- 
ing a man he admires personally and 
opposes politically. Alexander, faithful 
member of the Labor Government, is 
the new Minister of Defense, the hard- 
est job he has tackled in his 61 years. 

Alexander's task is to do in peacetime 

part of what Churchill did during the 
war—the over-all planning for the three 
armed services, the distribution of the 
available resources of money and men 
and the direction of scientific research. 
He is, among other things, the boss of 
a $200,000,000 program for atomic de- 
velopment. 
@ Tireless. Alexander is the hardest 
worker in a hard-working Cabinet. In 
London, he is at his desk by 7:30 a. m. 
He seldom leaves before midnight. When 
he tires of sitting, he works standing up 
at a high table behind his desk. 

In the House of Commons, Alexander 
has been known since his election in 
1922 as the “parliamentary grocer.” As 
secretary of the co-operative movement, 
which put him in politics, he helped di- 
rect Britain’s biggest grocery business, 
which now has 8,000,000 members, 250,- 
000 employes and a $1,000,000,000 re- 
tail trade. 

Alexander, as a result, expected to be 

appointed President of the Board of 
Trade when Ramsay MacDonald formed 
his Labor Cabinet in 1929. But, through 
a whim of the Scottish Prime Minister, he 
became Admiralty chief instead. 
@ Humble beginnings. Like the char- 
acter in “Pinafore,” Alexander started 
work as an office boy and had “never, 
never been to sea” before he received 
the country’s highest naval post. Since 
then, he has sailed twice around the 
world. 

Britain’s admirals were dismayed by 
Alexander’s appointment. He wore no 
“old school tie.” He was the son of a 
poor artisan-engineer, who left him an 
orphan at an early age. He stopped 
school at 12 to go to work, became a 
shop clerk at 20 and took a minor post 
in a local co-operative society at 23. In 
World War I he entered the army as a 
private and rose to a captaincy. 


ALEXANDER: Empire’s Defender 


The doubts of the admirals were con- 

firmed when the Germans laid down 
their first pocket battleship. To meet 
this challenge, Alexander overruled plans 
for large cruisers and ordered smaller 
ships with more guns, heavy armor: and 
great maneuverability. Eight years later, 
he was vindicated when two of the 
“Alexander cruisers” ended the career 
of the pocket battleship Graf Spee off 
Montevideo. 
@ Churchill's choice. In 1931, Alex- 
ander was defeated for re-election. He 
returned to Parliament in 1935. When 
Churchill formed his coalition cabinet in 
1940, he called Alexander back to the 
Admiralty, describing him as “the best 
naval expert” in civilian clothes. 

Alexander's return to the Admiralty 
was a natural and popular step. Earlier 
he had devoted himself to improving 
conditions for enlisted men, adding com- 
forts hitherto forbidden and establishing 
scholarships so that boys from working- 


‘class families could attend the Naval 


College. His frequent speeches and 
writing drew attention to the Royal 
Navy in much the same way as those 
of the late Frank Knox made the United 
States more familiar with its maval es- 
tablishment. 

Alexander traveled great distances 
with the British fleet in wartime. His 
gray-haired, chunky figure, 5 feet 8 
inches tall, was a familiar sight to British 
officers and men. Alexander used his trips 
to keep himself acquainted with the per- 
sonal feelings of ship personnel. When 


Knox, as U.S. Secretary of the Navy, 
visited Alexander, the latter told him 
that he was satisfied with the high 
morale maintained by the British Navy 
despite the virtual elimination of home 
leave. Alexander’s real worry, he con- 
fided, was the strain on his seamen of 
a long war against Japan once Ger- 
many had been defeated. When the atom- 
ic bomb helped to change the situation, 
Alexander had a personal reason for 
rejoicing. 

Once a football enthusiast, Alexander 

in recent years has taken his exercise by 
bowling. He taught himself to play the 
piano, and an hour of group singing, to 
his accompaniment, is a favorite diver- 
sion. He has one superstition. He thinks 
the number 23 is lucky. 
@ Diplomatic jobs. Alexander’s first dip- 
lomatic assignment was as a delegate to 
the London Naval Conference in 1930. 
He had to speak frequently and he told 
his colleagues that his principal prepara- 
tion for public speaking had been gained 
a few years before as a Baptist lay 
preacher. 

“I am prouder of being a Baptist lay 
preacher than of being First Lord of 
the Admiralty,” remarked Alexander. 

Early in 1946, Alexander was one of 
three Ministers sent to India. The mis- 
sion didn't provide a panacea for India’s 
many troubles, but it did prepare a spe- 
cific plan for giving India self-rule by 
installments. 

Britain's Viceroy in India, Lord Wa- 
vell, thankful for Alexander’s assistance, 
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DEFENSE MINISTER A. V. ALEXANDER 


—Black Star 


For himself, he favors the 16-hour day 
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inscribed a book to him with this verse, 
paraphrasing “Pinafore”: 
“When he was young he served 
a term 
As an office boy in a leather 


Then he ran co-ops so skillfully 
That now he’s ruler of the 
King’s Navee.” 

@ Rare adaptability. When Ernest Bev- 
in, Foreign Secretary, became ill during 
the Paris conference on treaties for Axis 
satellites, Alexander, as deputy leader 
took charge of the British delegation. He 
turned out to be plain spoken and effec- 


tive in face-to-face dealings with Russia's 
V. M. Molotov. Alexander remarked that 
he knew little of formal diplomacy but he 
did have physical strength. 

Alexander is methodical and concen- 
trates readily. His idea is that careful 
organization comes first. In the large 
fields he now is entering he is moving 
slowly. He must think in terms of the 
defense of the British Empire, but at 
home he must compete with school and 
factory for the needed man power. In 
almost every phase of his job, Alexander 
finds he is asked to build rapidly and 
well with few building materials at hand. 


AURIOL: New President of France 


pacer is falling back on the “old 
guard” of prewar politics to break a 
deadlock among new leaders of the post- 
war period. 

Neither Gen. Charles de Gaulle, war- 
time leader of the Fighting French, nor 
Marcel Cachin, aged representative of a 
new and aggressive Communist Party, 
could get the Presidency of France that 
both desired. Vincent Auriol (pronounced 
oor-e-ole) has become the first President 
of the Fourth Republic because French 
politicians are sure he wants nothing but 
the job. 

Auriol does not seek the power of lead- 
ership. He is not a great leader of French- 
men. He is not even the leader of his own 
Socialist Party, but he is the life-long 
friend of its present chief, Léon Blum. 

Blum’s friendship alone could not have 
boosted Auriol into the Presidency. The 
man needed in the Elysée Palace is one 
who understands politics, who is accepta- 
ble to Communists and anti-Communists, 
and who has no ambition to hold great 
power. Auriol is such a man. 

The majority of 10 votes by which 
Auriol became President is misleading. 
The Communists, largest party in France, 
the Socialists and a small group of colo- 
nial deputies gave Auriol 452 ballots in 
the joint meeting of the upper and lower 
houses of the French Parliament. 

Fact is, however, that Auriol also is 
well liked by the Popular Republican 
Party, whose candidate was runner-up 
in the election, with 242 votes. The Pop- 
ular Republicans decided not to support 
Auriol only after a hot fight within the 
party. Now they look to him as the 
man who may be able to restore political 
peace. 
qj Peacemaker. As President, Auriol is 
to be a man of prominence only during 
periods of political crises when Pre- 
miers quit. At other times he is to be 
only a figurehead. 

A crisis was ready and waiting for 
Auriol when the election ended. Blum 
had agreed to serve as interim Premier 
only until a President was chosen. Before 
Auriol made his formal entry into the 
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Elysée Palace, he had Blum’s resigna- 
tion in his hand. 

Auriol’s job was to size up the politi- 
cal situation quickly and pick the man 
with the best chance of forming a Cabi- 
net. By noon of his first full day in office, 
Auriol had consulted with the leaders 
of all major parties and had asked two 
men to try to.form a Cabinet that could 
get a majority vote in the National As- 
sembly, all-powerful lower house of the 
new Republic. 

Blum was reluctant to succeed himself 
because of poor health. Edouard Dala- 
dier, leader of the Left Assembly, a small 
party that may hold the balance of power, 
felt a government he might form would 
not get the necessary majority. But be- 
fore lunch Auriol had named a Socialist 
economist, Paul Ramadier, as the first 
man to try for a Cabinet. 

Auriol, though a Socialist, was not 
favoring his party in picking Ramadier. 
He was looking for a man who might be 
able to bring the two major parties, Com- 
munist and Popular Republican, together 
into a union Cabinet. 

q@ Party man. From the days of 1914, 
when he first toured the country roads of 


' Haute-Garonne Department in South- 


western France seeking votes for himself 
until World War II, Auriol seemed only a 
Socialist wheelhorse in Parliament. 

Socialists found the even-tempered 
Auriol a real asset in patching up political 
quarrels. The loss of an eye in a moun- 
tain-climbing accident when he was 20 
kept Auriol out of the Army during the 
first World War. 

Between the wars he concentrated on 
French financial affairs. His first visit to 
Washington was as a member of the 
French debt mission in 1925. His opposi- 
tion to the deflationary policies of Pierre 
Laval, then Premier, led him to make a 
statement that became a campaign slogan 
of the leftist Popular Front. 

Asked by a majority leader where he 
would find the money for his expensive 
program of Government spending, Auriol 
leaped to his feet and faced the rightist 
side of Parliament. “That’s easy,” he said. 
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VINCENT AURIOL 
Peacemaker for politicians and people 


“We'll get the money there, where there 
is money.” 

As Finance Minister in Blum’s 1936 
Cabinet, Auriol concluded the Tripartite 
Monetary Agreement with the U.S. and 
Britain by which the value of the franc 
was cut. Then, as France fell before the 
German invasion in 1940, he voted with 
a minority against giving full powers to 
Marshal Petain. His career as a party 
wheelhorse was over. 

@ Man above parties. The Vichy regime 

put Auriol in jail for his opposition. He 
was eventually released and escaped to 
London in 1943. General De Gaulle, a 
novice at politics, chose him to act as 
liaison man with the French Consulta- 
tive Assembly in North Africa. 

As long as De Gaulle remained Pro- 
visional President of France, it was 
Auriol who smoothed over the frequent 
quarrels between the General and _ his 
bitter enemies, the Communists and 
Socialists. When De Gaulle abruptly 
resigned a year ago, it was Auriol who 
persuaded him not to make a flaming 
attack on the leftist parties that might 
have led Frenchmen to more than verbal 
quarrels. 

Throughout the last year, men of all 
parties have paid tribute to Auriol for 
keeping political peace as France went 
through the slow process of setting up a 
new republic. Time and again, as Presi- 
dent of the Constitutional Assembly, 
Auriol kept the temporary three-party 
alliance from breaking to pieces. 

The Socialist with the squint and the 
smile is to occupy the Elysée Palace for 
the next seven years. He has spent most 
of his 62 years trying to make political 
peace, leaving political leadership to 
others. If he succeeds in creating political 
peace in the months to come, an old 
politician may become the hero of the 
new France. 





Swiss are a friendly and aie diame 
who make efficiency pay good dividends 


BASEL 
pers swiss are an efficient people who 
make efficiency pay. 

An American G.I. in an Army truck 
provided a recent example of friendly 
efficiency of the Swiss Government in 
action. Through an oversight, he arrived 
at the frontier without clearance to enter 
Switzerland. A courteous officer “in the 
Swiss customs took over and, although 
it was a holiday, got authorization by 
telephone from Bern for the G.I. to 
enter the country. Then the official ar- 
_ranged for a Basel bondsman to come to 
the frontier and ‘sign a guarantee that the 
truck would not be sold and would leave 
Switzerland in five days. 

With everything in order as required 
by regulations, the truck rolled in to 
Switzerland. Business went on as usual 
and everybody was happy. 

The whole incident is illustrative of 
the character of the Swiss, who probably 
come closer than any other nation to 
operating the perfect state. A small na- 
tion of 4,000,000 people, the Swiss have 
learned the necessity of enforcing the 
law, for which they have a deep respect, 
in their own protection. Even the Swiss 
bondsman had to produce papers to estab- 
lish his identity and business. A Swiss will 
do a favor; he rarely will break a regula- 
tion. 

This mentality for discipline in democ- 
racy is an important reason for Switzer- 
land’s successful emergence from the war, 
still as a recognized neutral, with the 
country intact and a healthy 
and prosperous people. When 
France fell in 1940, the Swiss 
were under pressure. There was 
concern and some fear, but no 
panic. The people rallied be- 
hind Gen. Henri Guisan, com- 
mander of the Swiss Army, and 
prepared, if necessary, to fight. 
Special wartime powers went 
to the Government. 

The people backed them up. 
There was almost no grum- 
bling. Unpopular members of the Gov- 
ernment were left alone for the most part, 
except for occasional editorial reprimands, 
until peace safely could permit political 
bickering and changes. For the war pe- 
riod, the Swiss became a closed corpora- 
tion, bent solely upon self-preservation, 





self-defense, and the maintenance of in- 
dependence. 

The black market was almost non- 
existent. There was enough of plain foods, 
due to Government foresight in purchas- 
ing stores, to intensification of agriculture 
and to the ability to buy from both Axis 
and Allied markets. 

Swiss generally frowned upon displays 
of luxury, possible only through black 
market dealings. A British diplomat still 
reddens when one recalls his enter- 
tainment of members of the Swiss 
Government, and their cold formality 
at the luncheon table, laden, on a meat- 
less day, with a half dozen fancy meats 
among the rich hors d’oeuvres, followed 
by luscious steaks and ending with rare 
butter-sugar consuming crépes suzettes. 

Restaurants, especially in Geneva and 
Ziirich, did serve luxury meals 
but mostly to foreigners. Some - 
American aviators interned in 
Switzerland sold cigarettes at 
bars against drinks, but there 
was little of this because Switz- 
erland had ample stock of good 
cigarettes throughout the war. 
There were a few cases of 
counterfeit ration coupons, and 
offenders were given heavy 
penalties. But, for the most 
part, the closest the Swiss came 
to black market was when a 
poor peasant gave his clothing 
coupons to a foreigner in return for used 
winter underwear or other clothing. 

The Swiss is pretty much the 
same today as he was during the 
war. The visitor, coming for a 
holiday from countries that en- 
dured the war and still are suf- 
fering, looks mostly at the 
luxury. Beautiful shops in Basel, 
Ziirich, Geneva are stocked 
with food, shoes, clothing, fur- 
niture, perfumes, watches, fur 
pieces and fur coats, silverware, 
dishes, electric or gas iceboxes, 
stoves, electric razors, toasters 
and hair dryers, toys, leather goods, books, 
stationery and other paper products, mod- 
ern office equipment and stylish hats for 
the women. 

The visitor rides in luxurious, efficient 
taxis, remarks about the growing number 
of new automobiles, and dines upon Eu- 





rope’s finest foods and wines in Europe's 


’ finest restaurants. He relaxes in the lux- 


urious lounges and sleeps in the soft beds 
of hotels that rank among the world’s best 
and which, to the Swiss, form an indus- 
try they have made famous and profitable. 

But the Swiss is living a different life. 
Even the President of the Confederation 
is at work at 8 a. m. and, unless he is 
going to an official reception, hops a 
streetcar at noon along with everyone 
else, to go home for lunch. Back by 
2 p.m., the President will work, along 
with the rest of his staff, until 6 p. m., 
sometimes longer. 

The President, in fact, is symbolic of 
a basic Swiss attitude toward democratic 
government: He is expected to work. 
Someone must act officially for the state 
in greeting ambassadors, ministers and the 
like. The President does this, but he is in 
for trouble from press, Government and 
people if he takes on airs during the one- 
year term. 

His real job is that of Cabinet Minister. 
Handling his particular administrative 
post is expected to require most 
of his energies; he is not an 
executive who can _ interfere 
with other Cabinet Ministers. 
Switzerland, in short, has no 
real head of state. The Presi- 
dent is elected from the Cabi- 
net, or Federal Council, and 
the job passes from one Mini- 
ster to another each year. 

The Swiss, at home, does not 
eat the luxury fare of the ho- 
tels. He gets more coffee now, 
more spaghetti and like foods. 
But, in general, his ration is 
about the same as in wartime, which, of 
course, was one of the best in Europe. 
But the Swiss butter and fat ration, in 
some months this winter, is falling below 
wartime level. 

When a Swiss goes to a restaurant, he 
watches the prices and avoids splurging. 
A youth, in a night club with his girl, 
will see that their drinks last the limit, 
while they dance and have a good time. 
This sometimes leads foreigners to look 
upon the Swiss as a bit tight-fisted, al- 
though, person per person, they compete 
with Americans in giving $120,000,000 
for wartime aid to suffering victims of 
the war, through the Red Cross, Don 
Swisse (Swiss version of the United Na- 
tions Relief and Rehabilitation Adminis- 
tration) and other organizations. Visiting 
G.I.’s, furthermore, have found ample 
evidences of Swiss generosity. 

Behind the tendency of the Swiss 
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toward economy is a realization of the cost 
of life in a country without natural re- 
sources. The farmer must work long, hard 
hours on hilly and terraced farmland. 
Even so he can produce a bare 50 per 
cent of the country’s food requirements. 

Above the tree line in the mountains, 
Swiss must carry corded wood on their 
backs for miles to heat their small homes. 
The factory worker must be a technical 
artist to turn out the watches and pre- 
cision instruments that provide the profit- 
able bulk of industry. 

In some of the mountain districts, the 
postman must walk upwards for thou- 
sands of feet, behind his mule, to de- 
liver the mail. A city worker is not well 
paid as against the cost of living; $150 a 
month is a good salary for a seasoned 
bank clerk. 

So the Swiss, when he buys, buys care- 


fully. If it is a suit, he will save enough 
to get top quality, then give it the best 
of care. He will buy good skis and give 
them a lifetime of attention. He believes 
in sturdy houses that can be passed on 
from generation to generation. He knows 
the hardships of 8getting anything, and 
quality and durability have become a 
passion; the fleeting luxuries are left for 
others. The result is that the Swiss have 
built one of the world’s soundest and 
happiest democracies. 

And the Swiss is having a good time. 
Week ends now he is off for long hikes on 
skis, for speedy runs down snow-clad 
mountains, for gay lunches in small cafes, 
for an evening song fest over steins of 
beer. And he will be back hard at work on 
Mondays, planning carefully for the next 
week end. The Swiss knows a great deal 
about the happy, simple life. . - 


Uruguay chortles over campaign promises 


of her perennial candidate for President 


MONTEVIDEO 

NLY A DEMOCRATIC country can real- 

ly have a sense of humor about its 
institutions. Uruguay is such a country. 

The Uruguayans recently held one of 
the cleanest, freest and most democratic 
elections in the world. Most of it was 
quite serious. Government is a serious 
business, and Uruguayans are literate, 
alert participants in the business of gov- 
ernment. They know that their pressing 
economic and social problems—inflation, 
scarcities, agrarian reform, industrializa- 
tion—need serious answers and _ serious 
voting -for the officials who will handle 
these problems for the next four years. 

But like the North Americans, whom 
they admire and resemble so much, 
Uruguayans love laugh. Their current 
laugh is Tortorelli, the perennial candi- 
date for the Presidency of Uruguay who 
got 40 votes in the 1942 election. Tor- 
torelli is what Hollywood would call “a 
character.” Presidential Candidate Tor- 
torelli carried on a whirlwind campaign— 
his outstanding platform plank calling for 
roofing over the city of Montevideo so 
that the good citizens wouldn't get wet 
when it rained. It rains generously in 
Montevideo. 

Another popular proposal made by Tor- 
torelli was the construction of double 
drinking fountains all over the city, one 
bubbling with free milk for the kiddies 
and the other with wine for the grown- 
ups. 

Tortorelli promised that, under his 
regime, meat would sell for less than 3 
cents a pound and bread for 4 cents a 
loaf. He planned to build sloping high- 
ways down to Colonia and back to Monte- 
video, so that automobile drivers wouldn't 
have to use gasoline. 
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Some heretics claim Tortorelli is just 
a legend somebody invented for a laugh. 
But I can assure you that this picturesque 
gentleman not only lives, but is known 
by half of Montevideo personally, and is 
now preparing to take office March 1, 
convinced he has been defrauded by the 
Uruguayan Electoral Court. 

I visited Tortorelli’s campaign head- 
quarters and was greeted at the door 
by Don Domingo Tortorelli himself—the 
man whom admirers call “the new 
RD he 

Don Domingg is a fruit and vegetable 
merchant by day. Every night, he speaks 
from his balcony. One night, some of his 
constituents returned his produce to him 
in appreciation of his eloquence, but this 
did not stop him. He merely retired to 
the front room, closing the shutters on 
the balcony, and continued making his 
speech inside the house. 

“There were 250,000 people outside 
my balcony at my final election rally,” 
Don Domingo told me. This may have 
been an exaggeration, but there was un- 
doubtedly a tremendous, cheering crowd 
of voters there, and the lowest impartial 
estimate was 15,000—which is nice going 
for a political rally. 

Tortorelli and his vice presidential run- 
ning mate, Mrs. Tortorelli, carried on a 
strong and earnest campaign some of 
which was quite serious and they won 
the people's hearts. That last night a 
throng of Montevideans marched down 
the Avenida 18 de Julio and clamored for 
them to appear on the balcony. When 
they did, the Uruguayans shouted, “Que 
le bese! Que le bese!” and would not be 
placated until Don Domingo had em- 
braced and kissed his beloved 73-year-old 


Senora and collaborator. 





What makes Tortorelli of special signi- 
ficance is this: For years, he has been 
campaigning under the banner of La- 
borismo—and proclaiming himself the 
“Civilian Chief of the Descamisados of 
Uruguay.” Knowing that President Juan 
Peron of Argentina rode into power under 
the banner of Laborismo, and with the 
support of the Descamisados (shirtless 
ones), I asked Don Domingo whether he 
had any links with Perén. 

“No,” he replied firmly, “I am Uru- 
guayan. We have no foreign ties. But 
I am the originator of Laborismo.” “You 
mean before Perén?” I asked. “Yes,” he 
answered. “Perén copied it from me.” 

“Our movement will conquer,” he said, 
“as Attlee did in England, as Dutra did in 
Brazil, as Perén did in Argentina, and as 
Tortorelli will in Uruguay.” 

All around the antique-littered house 
of Tortorelli were stacks of campaign 
literature that must have cost a small 
fortune, and the official organ of the 
party La Voz de Tortorelli (circulation 
1,000,000, according to the printed in- 
formation in the masthead). 

You have to read this literature to be- 
lieve it. Each leaflet is headed by these 
words: “Tortorelli neither loans nor bor- 
rows money. The voice of Tortorelli is 
the voice of the people. The voice of the 
people is the voice of God. And the voice 
of the nation is the voice of Tortorelli. 
With malice toward none;-with rancor 
toward none; with adulation toward none 
. . . The sun shines for the world, and 
Tortorelli for Uruguay!” 

Tortorelli insists he’s very earnest about 
all this. He points out correctly that the 
main part of his program, but the least 
publicized, is not fantastic Utopia. He 
gets pretty serious, sometimes. Parts of his 
platform resemble that of any other can- 
didate for public office. 

And Tortorelli, a true Uruguayan, is 
proud of his country. If you look back 
at the history of the world, some cities 
have provided the nucleus for forming a 
country. But Tortorelli’s modest desire is 
“to convert the Republic of Uruguay into 
a city as important as New York.” 

My Uruguayan friend who introduced 
us, whispered, with a wink, “. . . And he 
can do it, too!” B. S. R. 
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U.S. tariff hearings have a familiar ring..... 

strongest Support for tariff cuts comes from industries with impregnable 
positions in the U.S. market. They hope for reductions in import duties abroad. 
Tobacco, automobiles, radios, farm equipment are prominent in the group. 

Strongest opposition to cuts is in textile, agricultural, glassware, watch, 
toy, frozen-fish fields. Each of these industries fears imports of competitive 
products made or grown with cheap labor in other countries. 

Arguments of both are about the same as in prewar days, although now some 
industries, such as watch manufacturing and wool growing, also argue for tariff 
protection on a national-defense basis. ‘ 

Meanwhile, political pressure to prevent tariff cuts is getting up steam. 





4 
Other countries are watching these hearings apprehensively..... 


This is particularly true in the textile field. 

Italy, France and Japan would benefit chiefly from any clash in duties on 
rayon manufactures. Before the war, imports into the U.S. came to 2 per cent of 
domestic production. This bridgehead could be expanded if U.S. tariffs go down, 

Britain, Japan, Belgium, Italy, Switzerland would like to sell moré cotton — 
manufactures in the U.S. than before the war. 

Australia, New Zealand, South Africa and Uruguay probably will sell more 
wool in the U.S. than in prewar times no matter what happens to the tariff. 
Despite the present duty, U.S. wool already can be undersold in the home market. 

What the U.S. does on tariffs on cotton and rayon goods and wool will be an 
important factor in business recovery in the above countries. That's quite 
clear. But political considerations in the U.S. make heavy reductions unlikely. 

















European countries are considering steps to restrict imports..... 

Idea is to balance their trade books that way. : 

Denmark has such a plan up her sleeve. The Danes hope to balance their 
external trade by lowering imports a quarter and raising exports a half. Cuts 
would affect cars, textiles, all luxury goods. This would hurt Britain most. 

Sweden, too, may hold down imports of luxuries and non-essentials. It is 








not generally realized that Sweden is running into a growing trade deficit. 

With a big part of her exports destined for Russia in the next five years, Swe- 

den now has to be careful to acquire needed exchange from her non-Russian trade. 
Other countries, such as France and Holland, also may have to tighten their 

restrictions on imports if their exports don't buck up. 


(over) 
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Europe's trade with the U.S. will never again approach the prewar pattern as 
long as large quantities of U.S. coal have to be imported. 

Last year half the proceeds of Europe's exports to the U.S. were used to 
pay for U.S. coal. Little else could have been bought but for UNRRA and loans, 

Before the war, Europe bought virtually no U.S. coal and nearly balanced 
her trade with the U.S. through exports, shipping services, investment income. 

This year'and next, Europe faces a dilemma. Unless more dollar loans can 
be obtained, coal impérts from the U.S. will have to be cut or exports to the 
U.S. will have to be increased enormously. ) 

Exports to the U.S. already are close to prewar levels in dollar terms; big 
increases seem out of the question this year or next. 

The answer, thus, seems to lie in more coal production within Europe. That 
will not be easy but can be accomplished in Poland and Germany. 

The saving to Europe in using domestic coal is considerable. For example, 
U.S. coal costs France $20 a ton; Ruhr coal, $9. Freight makes the difference. 
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Most of the things the U.S. imports are to cost more in coming weeks. But 





_ here and there weakness is beginning to show through. 


Among the everyday grocery items: 

Sugar, to be slightly more plentiful, will edge upward in price for a while 
longer. The turn will come after the U.S. cost of living starts downhill. 

Coffee consumption in Europe is picking up more slowly than Latin-American 
producers expected. Unless this situation is soon reversed, U.S. coffee drink- 
ers late this year ought to be paying less per pound. The Brazilian crop is big. 
But no price weakness of importance is likely for a matter of months. 

In tea, the stranglehold of the British Government is being broken. Tea 
growers in India and Ceylon refuse to sell exclusively to the British Government 
at fixed prices as during the war, want to see what they can do on their own. 
fhis means tea drinkers will pay more. The turn downward in tea prices is not 
to come until East Indian exports reach flood tide. That is several years off. 

Cocoa and chocolate prices, at retail, are headed higher. Tripling of 
prices for cocoa beans in the last 3% months reflects extreme scarcity. Europe, 
needing cocoa as food and energizer, is being priced right out of the market. 
The U.S. will get at least its full share of cocoa. You get the story on page 30. 











In the metals field, prospects look like this: 

Lead moves higher in price as U.S. buyers parallel offerings of the British 
Government. World output is to improve slowly but prices will skyrocket first. 

Copper prices in the U.S. are momentarily stable, but they are reaching 
new peaks in Britain--above the world market. Americans will have to buy abroad 
this year; competition for short supplies will keep prices firm. 

Tin negotiations between the U.S. and Bolivia are snagged by the Bolivian 
demand for a large increase in price, may be broken off. The U.S. has tin on 
hand, can wait. Time works against the Bolivians, whose high-cost production 
must give way when low-cost tin of the Far East comes back in quantity. 

Silver continues its downward slide in New York as offerings from other 
countries press on the market. Industrial and coinage demand for silver are 
weak. Uncertainty over the excise tax rate on U.S. silverware doesn't help. 


Zine prices appear artificially high. Rising output of Belgian and other 
smelters should eventually stick a pin in the price balloon. : 
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VANDENBERG ON WORLD PEACE 


Senator defines U.S. stand, hails progress made by U.N. 


(Text of speech by Senator Arthur H. Vandenberg 
before the Cleveland [Ohio] Council of World Affairs, 
Jan. 11, 1947.) 


CONGRATULATE the Cleveland forum upon the powerful pro- 
I gram it has produced from all quarters of the globe in a 
striking exchange of international opinion. This process of 


reciprocal candor is one of the major forces which can beat . 


swords into plowshares on the anvils of mutual understanding 
and good will. Indeed, this is the supreme potentiality of the 
organized U. N. War will remain at a heavy discount so long as 
international controversy stays in the council chamber—and 
adversaries “talk things out” instead of “shooting them out.” 

It was my good fortune to coin a phrase at the United Na- 
tions San Francisco Conference in 1945 which seems to sur- 
vive. I prophesied that the General Assembly would become 
“the town meeting of the world.” In one year, it has become 
exactly that. So long as the “town meeting” meets, reason is 
calculated to outweigh force. So long as this “safety valve” 
works the world’s “boilers” are not calculated to explode. 

Peace with justice is the dearest aspiration at every hearth- 
stone in the world. Here in your “town meeting” the voices 
of global hope have joined in this universal prayer. The voice 
of our own America must rise above them all, not only because 
our people deeply share this dedication, but particularly be- 
cause time and events have given us the tremendous responsi- 
bility of a spiritual leadership which most of the world is eager 
to have us grasp and which we would desert at our own peril. 

Tonight, according to your program, “the United States 
replies to the world.” So far as my little part in this sym- 
posium is concerned, this is too large an order to be filled in 
30 minutes. Further, I must make it plain that I am not in 
a position “to reply for the United States” because the Con- 
stitution confides that prerogative exclusively to the President. 
The Senate merely “advises and consents.” Sometimes it 
doesn’t even do that. 

Fortunately, the Secretary of State is here to speak for 
the President. But unfortunately, he is shortly leaving the 
public service by resignation. I say this with deep regret. 
Secretary Byrnes has been an able, efficient, courageous 
Secretary of State in the finest American tradition. He has 
relentlessly defended American ideals in crises where they 
required defense. He has made a great contribution to the 
welfare of his country and to the peace of the world. I salute 
him with affection and profound respect; and'I hail him as 
a very great American! 

General Marshall who succeeds him brings to his task a 
stout heart, a clear head and a rich experience. He has always 
enjoyed the total confidence of Congress and of all his mili- 
tary and civilian colleagues, at home and abroad. I wish him 
well in his great responsibility. 

As a junior partner, I have worked with Secretary Byrnes 
on what is called a “bipartisan foreign policy” in the United 
Nations and in planning European peace. It would be more 
significant to say we have sought a united American foreign 
policy so that, despite some inevitable dissidence at home, 
America could enjoy abroad the enhanced authority of a 
substantially united front. I dare to believe that, despite 
some distressing domestic interludes, it has borne rich fruits. 

In any event, partisan politics, for most of us, stopped at the 
water's edge. I hope they stay “stopped”—for the sake of 
America—regardless of what party is in power. This does not 


mean that we cannot have earnest, honest, even vehement 
domestic differences of opinion on foreign policy. It is no curb 
on free opinion or free speech. 

But it does mean that they should not root themselves in 
partisanship. We should ever strive to hammer out a perma- 
nent American foreign policy, in basic essentials, which serves 
all America and deserves the approval of all American- 
minded parties at all times. 

But let me get back to that “reply to the world.” I assume 
“the world” chiefly wants to know whether America will per- 
sist in its attitudes toward collective peace and security. I 
cannot answer for others. I will answer for myself. 

I believe the United States, in enlightened self-interest, will 
do everything within its power to sustain organized interna- 
tional defense against aggression; to promote democracy and 
human rights and fundamental freedoms; and, through inter- 
national co-operation, to seek peace with justice in a free 
world of free men. 

We plot no conquests. We shall neither condone nor appease 
the conquests of others. We ask nothing for ourselves except 
reciprocal fair play. The extent to which it develops will de- 
termine our final course., We are not interested in unity at any 
price. We shall aspire to standards which will rally others to 
match our zeals. Our “reply to the world” is a challenge to 
match us in good works. 

Mr. Chairman, these American attitudes will persist be- 
cause they stem from reason and reality, and we are a prac- 
tical people. We should remind ourselves, as well as our 
neighbors, from time to time, of certain facts in this connection 
lest we suffer in steadfastness what we lose in recollection. 

Prior to December 1941, we were conscientiously divided, 
along lines of deep conviction, regarding our proper role in a 
world at war just as we were similarly divided 20 years before 
regarding our proper role in a world at peace. 

Pearl Harbor ended that debate. It brought a united coun- 
try to far flung battle lines where we swiftly mobilized the 
greatest fighting resources of all time. It did more. It released 
an evolution which drove most of us to the irresistible con- 
clusion that world peace is indivisible. 

We learned that the oceans are no longer moats around our 
ramparts. We learned that mass destruction is a progressive 
science which defies both time and space and reduces human 
flesh and blood to cruel impotence. 

Then we contributed the crowning proof ourselves. In the 
climax of this tragedy, we ourselves devised the atom bomb— 
an appalling tribute to our illimitable genius—an equally appall- 
ing prophecy of civilization’s suicide unless World War III is 
stopped before it starts. This produced the inevitable convic- 
tion that the jungle code of war must be repealed for keeps. 

Before the horrors of the conflict had even reached their 
maximum, Wwe brought our major allies together at Dumbarton 
Oaks to chart the most essential victory of all—a victory over 
war itself. Oh yes, we had said these same things once before 
and they had turned to ashes on our lips. But there is no 
comparison in the provocation which was our immediate. spur. 

From Dumbarton Oaks, we went to San Francisco and, at 
the symbolic Golden Gate, the Charter of the United Nations 
was unanimously approved. From San Francisco, we went to 
Washington and the Senate spectacularly ratified the Charter 
with but two dissenting votes. We accepted the jurisdiction 
of the International Court of Justice. 

From Washington, we went to London and organized the 
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first “town meeting of the world.” From London we came back 
to New York, where, in response to congressional invitation, 
the United Nations launched its gigantic adventure on a site, 
in the United States, which thus gives ‘us the permanent peace 
capitol of the world. 

This record cannot be misread at home or abroad. We 
have embraced the United Nations as the heart and core of 
united, unpartisan American foreign policy. We shall be 
faithful to the letter and the spirit of these obligations. In my 
view, this will be true no matter what administration sits in 
Washington; and it will remain true to whatever extent the 
United Nations themselves are faithful to our common pledge. 
That, in general, Mr. Chairman, would be my over-all “reply 
to the world.” 

But I make the “reply” with no illusions that now “all’s 
well.” The United Nations is neither an automatic nor a per- 
fect instrument. Like any other human institution it will make 
mistakes. It must live and learn. It must grow from strength 
to strength. It must earn the ever expanding confidence and 
fidelity of people everywhere. It must deserve to survive. 

Meanwhile it is definitely beset by hazards. For example, 
the necessity for unanimity among the five great powers is 
both strength and weakness to its arm. Strength—because 
these great powers when united are invincible. Weakness—be- 
cause the excessive use of the veto, particularly in respect 
to the pacific settlement of disputes, can reduce the whole 
system to mockery. 

It is much too early to talk about major surgery on the 
Charter itself. But I hope all the great powers will voluntarily 
join in a new procedural interpretation of the Charter to ex- 
empt all phases of pacific settlements from what, in such in- 
stances, makes of the veto a stultifying checkmate. I pose this 
as a test of international good faith. 

There is another hazard. The organization is beset by fiscal 
dangers. In the enthusiastic eagerness with which it expands 
its nobly mediated efforts through specialized agencies, each 
with its own unco-ordinated autonomy, it threatens accumu- 
lating annual assessments which a majority of its member 
nations soon may be unable to fairly share. 

In such event, either the burden is concentrated on a few 
large states or the smaller states drop out. In the former case, 
the sovereign equality of member states will disappear. In 
the latter case, the United Nations will become a “rich man’s 
club” and its greatest genius—universality of membership— 
will disappear. Stern fiscal control is indispensable—not pen- 
ury but prudence. 

But, Mr. Chairman, we must not be impatient. It took five 
years to take the world apart. It would not be surprisig if it 
took at least that long to put it together again. The remarkable 
thing is that the United Nations has done so well so soon. Its 
Security Council has already peacefully tempered many criti- 
cal situations which, in the absence of its mediation, invited 
serious implications. The recent dispatch of a commission of 
inquiry to the Greek border is the latest striking case in point. 

Meanwhile, its General Assembly has already initiated 
powerful movements for the common good—incomparably the 
greatest of which is an approach to mutual disarmament. 

These things can be.the beginnings of the greatest benedic- 
tion of all time. They are worth every effort which men of 
good will can muster. 

And let’s always remember this: The more imponderable 
the world’s frictions may become, the greater the need to per- 
severe in strengthening this one and only available agent of 
organized emancipation. 

And this: If, one day, some aggressor leaves the United 
Nations, in order to be free of its restraints, the rest of the 
world has ready-made at hand and well-geared machinery for 
another, and immediate, grand alliance swiftly and overwhel- 
mingly to confront the offender. Would-be international as- 
sassins, if ever such there be, will not lightly chance such 
condign disaster. 

I spoke of disarmament. No other peace factor is of such 
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vitality; and none could better typify America’s attitude 
toward peace and the world. We are prepared to disarm (1) 
to whatever extent other powers are dependably ready to 
make comparable, permanent and effective renunciations; 
or (2) in whatever degree the United Nations and its co- 
operative military resources prove hereafter to offer a re- 
liable substitute. It is our dearest dream. 

But we shall not “dream” ourselves into a nightmare. We 
shall not disarm alone. We shall not trust to the persuasion 
of our example. We tried that once before. We shall take no 
“sweetness and light” for granted in a world where there is 
still too much “iron curtain.” We shall not trust alone to 
fickle words. Too many “words” at Yalta and at Potsdam 
have been distorted ,out of all“pretense of integrity. We shall 
not ignore reality. 

We do not intend to be at anybody's mercy; nor do we 
intend to emasculate our authority with those who may still 


think in terms of force. But we will joyfully match the utmost 


limits of mutual disarmament to which other titans will de- 
pendably agree, if there be disciplines which guarantee 
against bad faith; and we will speed the day when such a 
boon shall deal war its deadliest blow. I repeat, however, 
that this cannot happen either in ambush or on a one-way 
street. 

Our American proposals regarding atomic bombs illustrate 
my point. With an investment of $3,000,000,000 in this 
supreme destroyer of all time, and with a monopoly upon 
its sinister secret for some years to come, we offer not only 
to abandon our dominant advantage but also to join in out- 
lawing its destructive use by anybody, any time, any where 
on earth. 

And What is our price, Just this—an effective system of 
continuous inspection and control which makes certain that 
no international brigand shall hereafter break faith with us 
and with the world! The price is simply protection against 
treachery! 

But it is a fixed price, Mr. Chairman, and the price must 
be paid. We ask nothing for ourselves. We ask everything 
for peace. I submit, sir, that never has there been a com- 
parable example of national good will, nor one so thrillingly 
dramatizing the purpose of a great people to live and let 
live in a peaceful earth, if we are allowed to do so. 

Now, Mr. Chairman, I briefly touch upon another phase. 
The economic factors of the peace are of vital interest to 
the world—and us. Peace and economics are inseparably kin. 


Unfortunately this area of action is not so clear because . 


the premises themselves are mixed in a clash of economic 
ideologies. But we shall not draw back from our essential 
responsibilities. For example, I am sure Congress will make 
a liberal relief appropriation—to be administered under Ameri- 
can auspices in consultation with the United Nations—for the 
stricken postwar areas which are still war casualties, even 
though we never again contribute 72 per cent of an inter- 
national fund, as in UNRRA, which can be controlled and 
even exploited by others. 

This is said without prejudice to the great and humane 
achievements of UNRRA despite its handicaps. 

Again, reasonable rehabilitation credits are unavoidable 
if democratic stabilities are to be restored before it is too 
late. By way of another example, I believe we shall continue 
the device of reciprocal trade agreements, in one form or 
another, to release and expand mutual trade—an even greater 
need for us than for any other country because our vastly 
expanded national economy and employment require it. 

Whether this can continue on its present multilateral basis 
will depend somewhat upon the type of competition we con- 
front from foreign state monopolies and from a growing habit 
abroad of making bilateral agreements for political as well 
as economic purposes. These habits could force us into de- 
fensive tactics which we would not voluntarily embrace. We 
shall fit our procedures to the necessities which are forced 


upon us. 
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Certainly we intend to keep our own American industry 
and agriculture in sound, domestic health, and to protect our 
system of free enterprise. Anything less would be a calamity 
not only for us but for the Western world. But sane, healthy, 
mutual trade expansion is best for all concerned. 

Mr. Chairman, my time runs out, though I have touched 
only the outer rim of our mutual problems with the world. 
I conclude with a few swift overtones. 

We have finished five treaties with ex-enemy European 
states. They passed in review before a peace conference 
of 21 nations in Paris. We are entitled to say that this broad 
consultation of all our battle Allies was an achievement pri- 
marily due to American insistence. Here, again, is an un- 
mistakable cue to our international disposition ever to rec- 
ognize the rights of little states as well as big. 

Here also is a cue to what seems to be our improved rela- 
tions with the Soviet Union—as a result,,I believe, of our pres- 
ent rugged policy of firm but friendly candor which I hope 
has permanently established the American doctrine that 
there are deadlines in our ideals from which we shall never 
again retreat. This is not truculence—it is the power of brave 
and naked truth. 

When we left Paris in September, the Council of Foreign 
Ministers was deadlocked on more than 40 issues. When we 
left New York in December, they were all amicably resolved. 
These five treaties are far from satisfactory in many aspects. 
But they bear no remote resemblance to the greater dis- 
satisfactions which we have prevented; and they are a great 
advance toward reconstruction in a peaceful world. 

Now we turn, after many weary months of urging, to 
peace plans for Austria and Germany. At long last, we shall 
come to grips with the heart of the European problem. All 
occupying powers should recognize the independence of 
Austria and withdraw their troops. 

In Germany, retarded by Russian and French refusals to 
fulfill the Potsdam requirement that the four zones of German 
occupation should operate as an economic unit, the German 
situation has suffered such economic deterioration as to 
threaten chaos and disaster. We have partially met this worsen- 
ing crisis by unifying the American and British zones—with 
an invitation to the French and Russians to join us at their 
option. This is a hopeful pattern. 

Meanwhile the business of renewed, decentralized political 
autonomy—looking toward federated states which shall be 
the masters and not the servants of a new Berlin—makes 
encouraging progress in the American zone. 

But the pressing need is a plan for total peace—a plan 
which omits no possible precautions against recurrent Hitler- 
ism, yet which offers‘some reward other than eternal degrada- 
tion to new German states when they faithfully strive toward 
democratic self-redemption. The important thing for the 
world to know is that we intend to remain in occupation until 
this job is done. It is part of the war, if we are to preserve 
our victory. 

Meanwhile, we face the intimate necessity of refreshing 
our indispensable Pan-American solidarity. This comes close 
home. It is historically basic in American foreign policy; and 
nothing has happened to lessen the importance of these good 
neighborly contacts. Quite the contrary. At San Francisco, 
20 Latin-American republics were unwilling to proceed with 
the United Nations Charter until the validity of our hfstoric 
regional arrangements were officially tied into the United 
Nations plan. This was specifically done in Chapter VIII of 
the Charter. Thereupon, the then Secretary of State, Mr. 
Stettinius, as part of the agreed plan, promised— 

“to invite the other American republics to undertake in 
the near future the negotiation of a treaty which, as provided 
for in the Act of Chapultepec itself, would be consistent with 
the charter of world organization and would support and 
strengthen that organization, while at the same time advanc- 
ing the development of the historic system of inter-American 
co-operation.” 


That was on May 15, 1945. This is Jan. 11, 1947. “In the 
near future” has not yet arrived. The Secretary said of the 
proposed conference that “it would be another important step 
in carrying forward the good neighbor policy.” If he was 
right—and I think he was—this long failure to hold the con- 
ference has had the opposite effect. I am well aware of the 
reasons for delay. I entirely sympathize with the anxiety to 
purge the Americas of their last vestige of Nazism. 

But I think that, under half a dozen solemn Pan-American 
treaties to which we are a party, this is a multilateral decision 
which should always be made by all of us jointly and not 
influenced or dictated by us alone. In some aspects, it 
can be said that we have been proceeding jointly. But 
I think it is past time to hold the Pan-American Confer- 
ence which we promised in 1945, and there to formally ° 
renew the joint new world authority which is the genius of 
our new world unity. 

There is too much evidence that we are drifting apart—and 
that a communistic upsurge is moving in. We face no greater 
need than to restore the warmth of new world unity which 
reached an alltime high at San Francisco. 

I devote a few parting sentences to the Far East, where 
General MacArthur is doing so magnificent a job in Tokyo 
that our daily headlines scarcely remind us that we are 
successfully liquidating the greatest, single, postwar task 
which fell to our primary responsibility; and where the young 
Philippine Republic arises as a monument not only to its own 
vigorous self-development but also to our steadfast anti- 
imperialistic American liberalism which defies successful libel 
either at home or abroad. But it is particularly China to which 
I dedicate this paragraph. 

Here lies a vast and friendly republic, rich in wisdom, 
equally rich in its democratic promise for tomorrow, and 
historically fixed in the orbit of our goodwill. Since 1911, 
when Dr. Sun Yat-sen gave China her new vision, she has 
been struggling, against bitter odds, toward the light of a 
new day. While recognizing the Nationalist Government of 
Chiang Kai-shek, we have—through a year’s mission headed 
by our distinguished General Marshall—been impartially urg- - 
ing that it produce unity with a rival armed party, the 
Chinese Communists. 

Under the determined leadership of Chiang Kai-shek, a 
National Assembly has just produced a new Constitution and 
the Government is being reorganized with a coalition of non- 
Communist parties. We can hope that this Nanking Charter, 
with its first, great national election promised before next 
Christmas, will weld together a strong and competent China. 

It is my own view that our own Far Eastern policy might 
well now shift its emphasis. While still recommending unity, 
it might well encourage those who have so heroically set their 
feet upon this road, and discourage those who make the road 
precarious. Our marines, having finished their task, are 
coming home. But there will never be a minute when China’s 
destiny is not of acute concern to the United States and to 
a healthy world. 

My fellow citizens, we face a new year in world affairs 
with many gnawing problems still unsolved all around this 
turbulent globe. I have touched only a few which have special 
significance in respect to the topic of the evening. Peace is 
more difficult to win than was the war. 

On the other hand, we have a right to cheer ourselves with 
some very real encouragements. The greatest of these—and I 
end as I began—is the luminous fact that 55 nations are 
committed by solemn covenant to help each other keep the 
peace, to substitute law for force, and to strive toward the 
uplift and defense of human rights and justice and funda- 
mental freedoms. 

The world has far to go before this pledge is a reliable 
reality. But the United Nations has raised this standard to 
which men of goodwill in every clime and under every flag 
can repair; and it has already sped us on this God-blessed 
way. America will do her full part. 
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TRUMAN’S FISCAL POLICY ABROAD 


President presents international views in Budget message 


(Excerpts from President Truman’s Budget message 
to Congress on Jan. 3, 1947, making recommendations 
for appropriations for the U.S. State Department, sub- 
scriptions to the International Bank and International 
Monetary Fund, contributions to UNRRA, loans to other 
countries, occupation costs and membership in inter- 
national organizations.) 


a BUDGET for our international program is designed to 
contribute to a peaceful world and a stable world economy. 
We have definite responsibilities to our wartime allies and in 
occupied countries. Our international lending program is an 
essential part of our efforts to achieve a world economy in 
which private trade will flourish. 

The period whem large-scale general relief is required for 
our allies is almost over. With the termination of the United 
Nations Relief and Rehabilitation Administration, there will 
remain, however, the urgent question of refugees and dis- 
placed persons. I urge the Congress to provide adequate sup- 
port for the International Refugee Organization, now in proc- 
ess of being formed under the United Nations. It is also 
necessary that we provide a modest relief program for a few 
countries which are still in desperate straits. I recommend that 
the Congress speedily enact legislation to authorize these 
expenditures for which I am making provision in this Budget. 
In addition, I recommend that the Congress authorize partic- 
ipation in the World Health Organization and the proposed 
International Trade Organization and have included the 
small amounts needed for their support. 


INTERNATIONAL AFFAIRS AND FINANCE 
(Fiscal years. In millions) 


Expenditures 
Program or Appropri- 
Agency concerned — . Estimate, - me ations, 
Reconstruction and ° satord ave #948 


stabilization: 
Subscriptions to Inter- 
national Fund and Bank $159 $1,426 -———— -———— 
Treasury loan to 
United Kingdom 
Reconstruction Finance 
Corporation loans to 


1,500 $1,200 ———— 





United Kingdom —39 —39 —49 ——— 
Export-Import 

Bank loans 464 1,025 (a 
Aids to China 120 : Resnneiniion 
U.S. Commercial 

Company —118 20 





Foreign relief: 
United Nations Relief 
and Rehabilitation 
Administration 448 1,515 305 —— 
War Department 
(occupied countries) ——-—— 956 645 $725 
Other 4 3 
Philippine-aid program 28 105 137 144 
Membership in Inter- 











national organizations 2 15 18 18 
Foreign relations: 

State Department 8] 140 173 197 

Other 20 12 15 9 
Proposed legislation ———— 116 326 76 

Total $1,464 $6,394 $3,510. $1,169 
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‘ Expenditures asealitid 
rogram or wropri- 
General and special : 
accounts: 
Purchase of capital 
stock in Export- 
Import Bank $674 $3825 ——— -——— 
Philippine-aid 
program 28 30 $137 $144 
Other 1129 5,283 2,683 1,025 
Corporation accounts: 
' Issuance of Export- 
Import Bank 
capital stock -674 -325 -—-— -—— 
Export-Import 
Bank loans 464 1,025 730 —— 
Reconstruction Finance 
Corporation loan to 
Philippines —-- == 75 ——- —— 
Other —157 —19 —409 -—-——— 
Total $1,464 $6,394 $3,510 $1,169 


Expenditures: The sharp decline in total expenditures in 
the fiscal year 1948 is due chiefly to the fact that in 1947 
we shall complete our payment to the International Monetary 
Fund and our basic cash subscription to the International 
Bank for Reconstruction and Development. Further liabilities 
to the International Bank will arise only if we are called upon, 
within the limits of our total subscription, to join with other 
countries in making good any defaults by borrowers from 
the Bank. 

More than half of our expenditures in the international field 
in the fiscal year 1948 will be loans for reconstruction or 
trade expansion. Disbursements will be predominantly under 
existing commitments. By the end of the fiscal year 1948, 
we shall have discharged about three fourths of our commit- 
ments under our loan agreement with Britain. Since the In- 
ternational Bank is now ready for business, new authoriza- 
tions for reconstruction loans by the Export-Import Bank 
are being sharply curtailed. In the future, the Export-Import 
Bank will be primarily concerned with loans to finance 
United States trade and small developmental loans in which 
we have a special interest. Outlays by the Export-Import 
Bank in the fiscal years 1946 and 1947 have been financed 
to a considerable extent by the sale of capital stock to the 
Treasury. Since the Treasury subscription is now complete, 
future net outlays will be financed entirely by sale of notes 
to the Treasury. 

The existing appropriation for United Nations Relief and 
Rehabilitation Administration expires at the end of the cur- 
rent fiscal year. Estimated expenditures in 1948 are entirely 
to wind up the program. 

During the fiscal year 1948, the War Department will incur 
expenditures for administration and relief in Germany, Japan, 
Korea, and the Ryukyus and for administration in Austria. 
We must continue to provide subsistence to prevent disease, 
hunger, and unrest, and to provide proper administration, if 
these lands are eventually to become democratic and self- 
supporting. Moreover, shipments of food and other supplies 
are required to maintain the working efficiency of the popula- 
tions and to stimulate production. Resulting increases in ex- 
ports from these areas will furnish a growing source of funds 


to pay for necessary imports and thus help eliminate the rieed 
for financial assistance. 

The recent agreement for economic unification of the 
British and United States zones in Germany will increase 
exports from those zones and help to make them self-suffi- 
cient by the end of the calendar year 1949. All costs in- 
curred for the support of the German economy are to be 
repaid out of future German exports as quickly as re- 
covery permits, 

An important contribution to the economic revival of the 
occupied areas is being made by Federal agencies, such as 
the U. §. Commercial Company, in temporarily financing ex- 
ports from these areas. Net dollar proceeds are currently 
being used primarily to purchase raw materials and equip- 
ment, needed for a further expansion of exports in order 
to hasten the time when the occupied areas will become 
fully self-supporting. To aid in this program, I urge that 
the Congress authorize the U. S$. Commercial Company to 
continue operations beyond June 30, 1947, the present ex- 
piration date. 

Aid for the Philippine Republic includes assistance in 
rebuilding its economy, payments to fulfill our pledge to 
compensate partially for war damage, and maintenance 
of training programs for Philippine citizens. The 1947 total 
includes a Reconstruction Finance Corporation loan of $75,- 
000,000 for aid in financing the current budget of the 
Republic. 

Estimated expenditures of $18,000,000 for our membership 
in international organizations consist primarily of our share 


of the administrative budgets of the United Nations and its 
affiliated specialized organizations. In view of the immense 
tasks we have entrusted to the international organizations, 
this is a modest sum. Our contribution to the International 
Refugee Organization and funds for additional relief are in- 
cluded under proposed legislation. 

Expenditures by the State Department are expected to 
increase in the fiscal year 1948. It is of utmost importance 
that the Department be equipped with sufficient funds and an 
adequate staff to make its maximum contribution to interna- 
tional peace. In 1948, there will be an increase of expenditures 
to carry on the improved Foreign Service program authorized 
under the Foreign Service Act of 1946. The Budget estimate 
for the Foreign Service buildings fund provides for the 
purchase of real property obtained by the Office of the 
Foreign Liquidation Commissioner in Lend-Lease and sur- 
plus-property settlement agreements with other nations. 
Payment for these properties by the State Department in- 
creases miscellaneous receipts of the Treasury by a corre- 
sponding amount. 

Appropriations: Appropriations for the fiscal year 1948 
total $1,169,000,000, mainly for the administration and re- 
lief of occupied countries and for various State Departnient 


. programs. Funds for loans by the Export-Import Bank in the 


fiscal year 1948 will be obtained under its current borrowing 
authority. Advances to the United Kingdom will be made 
under the existing authorization. The appropriations total in- 
cludes $11,000,000 of anticipated supplementals for the State 
Department and $76,000,000 for proposed legislation. 





ATTLEE ON ANGLO-FRENCH PACT 


British Prime Minister outlines mutual aims for Germany. 


(Text of announcement in London, Jan. 15, 1947, 
by Prime Minister Clement Attlee’s office concerning 
the Anglo-French agreement to conclude a treaty of 
alliance.) 


T= visir which Monsieur Léon Blum, President of the 
French Government, has just paid to London, has pro- 
vided an opportunity for a joint examination of a number of 
problems of common interest to the governments of France 
and the United Kingdom and for a most useful exchange of 
views on a variety of questions. 

The question of the policy to be followed in regard to Ger- 
many was thoroughly examined. In the course of this exami- 
nation, it was recognized on both sides that it was in the inter- 
ests of the two countries that effective steps should be take 
to prevent the economic reconstruction of Germany, though 
necessary from many points of view, becoming once again a 
menace to the peace of the world. 

It was recognized that increased imports of coal were 
necessary to the economic recovery of France and that in- 
creased coal production in the Ruhr was an essential factor 
in European reconstruction. It was admitted, however, that 
no immediate increase in exports from the Ruhr was possible 
and that, in order to insure the rehabilitation of the Ruhr 
mines and a progressive increase in exports from Germany, 
adequate quantities of coal must be retained on the spot. 

Nevertheless it was noted with satisfaction that, provided 
production rose at the rate at present anticipated, the authori- 
ties in Germany envisaged the restoration by the end of April 
1947, of the level of exports-in force before the cuts of last 
November. 


This first result once achieved, all efforts will continue to be 
made to increase progressively both production and exports 
until the vital needs of France and other importing countries 
can be met. 

It was recognized that the two countries, having been twice 
attacked by Germany in a period of 25 years, have an equal 
interest in protecting themselves against a fresh German 
menace. It was therefore agreed that in these circumstances 
a treaty of alliance should be concluded between them at the 
earliest possible moment, within the framework of Article 52 
of the Charter of the United Nations and with the object of 
preventing any further aggression by Germany and of pre- 
serving peace and security. It was agreed that negotiations 
to this end should be opened as soon as possible. 

The two governments were furthermore convinced that the 
conclusion of such a treaty would facilitate the settlement in 
a spirit of mutual understanding of all questions arising be- 
tween the two countries. 

In view of the close links which exist between the two 
countries in the commercial and industrial fields, it was agreed 
that directions should be given to the French and British 
representatives on the Anglo-French Economic Committee to 
press on urgently with their task of examining their respective 
reconstruction and modernization plans with a view to pre- 
venting conflicts between them. 

It was noted with satisfaction that the Committee would 
meet in Paris in a few days’ time and that this would afford 
an opportunity of discussing the full implications of the Monnet 
plan. It was arranged that there should be a further meeting 
as soon as the British Economic White Paper had been 
debated in Parliament. 
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Cabinet May Intervene 
In British Wage Rows 


Unauthorized strikes in Britain may 
force the Labor Government to take a 
more direct part in wage negotiations 
between union men and management 
in the weeks ahead. Because it is a 
Labor Government, the Cabinet would 
prefer to stand apart and let employ- 
ers and employes work out their own 
settlements, but the workers are de- 
manding more participation by the 
Government to speed negotiations. 


o 0 9 


Diplomats in the U. S. do not believe 
that Russia’s proposals regarding Spits- 
bergen will develop into a critical 
problem, but they may have a bearing 
on U.S. interests in Iceland and 
Greenland. The Russians, in their pro- 
nouncements on Spitsbergen, used 
some language identical to that used 
by the U.S. in communicating with 
the Icelandic Government concerning 
American bases in that country. 


o 0 90 


There has been a sharp tightening 
of security measures in the U. S. State 
Department in recent weeks to plug 
leaks through which secrets have been 
seeping to the outside world. Emploves 
are being shown special films empha- 
sizing the importance of protecting 
confidential information. Signs on tele- 
phones caution users about discussing 
Government information in their con- 
versations with persons outside the 
Department. 


oo 8 


Pressure to force Francisco Franco 
out of the Spanish Government will 
begin in earnest this spring. Britain 
then will present a bill running into 
millions of dollars to cover damage to 
British property during the Spanish 
civil war. Claims from other countries 
will follow. There is little likelihood 
of Franco’s paying, but the claims will 
make it possible for Britain and the 
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Economic Pressures 
To Be Put on Franco 


others to clamp down tighter on 
Spain’s ability to trade with the rest 
of the world. 


o 9 9 


Preparing for the German treaty, 
U.S. officials have just completed a 
quiet but thoroughgoing investigation 
of conditions in the German provinces 
now administered by Poland. The 
study, emphasizing population shifts 
in the area, will be used at Moscow 
when the question of Poland’s border 
is taken up by the Foreign Ministers. 
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Russia is intensifying her propa- 
ganda campaign throughout China, 
particularly since the departure of 
General of the Army George C. Mar- 
shall. The Russians have between 90 
and 100 writers, editors, radio tech- 
nicians and experts on cultural rela- 
tions operating in China’s key cities. 
That figure compares with the 18 
persons employed by the U. S. Infor- 
mation Service throughout China. 
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More than 150 commercial firms 
and factories in Shanghai have been 
forced into bankruptcy recently be- 
cause of their inability to pay the 
loans upon which they were operating. 
Hundreds of small shops also have 
been closed and the ‘number is ex- 
pected to mount with the end of 
January, traditional date for Chinese 
business to settle its accounts. 
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Great Britain’s military leaders have 
come to the conclusion that the Suez 
Canal is of little strategic value to the 
British Empire, but they are having 
difficulty convincing political leaders 
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Foreclosures Hurt 
Industry in Shanghai 


of the validity of that position. Com- 
mercially, the Canal retains its im- 
portance as a life line of Empire, but 
modern warfare has tended to de- 
emphasize it as a military asset. 
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Influential members of the U.S. 
Congress have decided that the World 
Bank should give more authority to 
the office of president. They have ad- 
vised the Bank’s directors privately 
that such a move might be the only 
permanent solution to the institution’s 
administrative problems. 


oe: @ 


The first German businessman to be 
allowed into the United States since 
the end of the war will be admitted 
shortly. The purpose of his trip is to 
report to an American company on 
the status of its property in Germany. 
Such trips can be expected to become 
increasingly frequent in the future, 
but they will be limited to Germans 
who can prove they were anti-Nazi 
and are vouched for by U. S. citizens. 


The French are extremely appre- 
hensive about their plans for Germany 
since the designation of Lieut. Gen. 
Lucius D. Clay as American com- 
mander in that country. Clay fre- 
quently has been critical of the French 
on German questions, particularly as 
they relate to the Saar. 


Lack of ammunition from the U. S. 
is posing a major problem for the 
forces of Nationalist China. U.S. am- 
munition was cut off several months 
ago. Military observers are pointing 
out that much of the American equip- 
ment held by the Nationalist Govern- 
ment soon will become useless unless 
more ammunition can be obtained 
from some source. 
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LTHE ONLY AUDIENCE BUILT TO YOUR MEASURE 





If you were to draw up a blueprint of the most essential advertising 
medium for your product or service, you would specify— 


a magazine whose content is essential to its readers; 





a magazine whose readers are essential to the success 
of their business and professional under- 
takings; 





a magazine so essential that its circulation is highly 
voluntary; 





a magazine whose publishing formula is unduplicated 
by any other publication (among 17,000) 





Those are the specifications oo WORLD REPORT. 


In WORLD REPORT your advertising appears next to the news of 


the most far-reaching events of all time. 


And the 100,000 plus subscribers who are aware of its importance are 


your best customers—bar none. 


WORLD REPORT 


The only magazine of its kind—reporting, interpreting 


and forecasting the news of international affairs 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20 
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SMOOTH=AND MELLOW AS A SUNNY MORNING 
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You'll find more than just rich, satisfying smoothness 
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in Schenley Reserve. You'll find a plus...an extra measure 
of enjoyment in its famous Sunny Morning flavor. Try Schenley 


Reserve ... America’s most popular whiskey! 
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